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CONGRESS OF THE UNITED STATES, 
Joint COMMITTEE ON DEFENSE PropwcTION, 
October 20, 1982. 
The honorable the PResIDENT OF THE SENATE. 
The honorable the SPEAKER oF THE HovusE oF REPRESENTATIVES. 

In accordance with section 712 (b) of the Defense Production Act, 
as amended, there is transmitted herewith the second annual report of 
the Joint Committee on Defense Production together with a report 
from each agency performing functions under authority of that act. 


Respectfully submitted. 
Burnet R. Maypank, Chairman. 


Pau Brown, Vice Chairman. 
v 





SECOND ANNUAL REPORT OF THE ACTIVITIES .OF THE 
JOINT COMMITTEE ON DEFENSE PRODUCTION 


INTRODUCTION 


Under the Defense Production Act your committee is directed to 
make a continuous study of the programs authorized by the Defense 
Production Act, and to review the progress achieved in the execution 
and administration of such programs. The Joint Committee on 
Defense Production was established under this act, to be composed 
of five members from the Senate Banking and Currency Committee 
and five members from the House Banking and Currency Committee. 
The act provided control powers which were considered necessary to 
prevent inflation and to expedite national defense production. 

The First Annual Report of the Joint Committee on Defense 
Production was issued on October 19, 1951 (82d Cong., 1st sess., 
S. Rept. No. 1040). 


Spreciric COMMITTEE ACTIVITIES 


Your committee during the past 12 months has held 9 sessions of 
hearings and has published 11 progress reports. These hearings and 
reports dealt primarily with the following general subjects: 

Price Controls, Allocations, and Priorities 

Steel, Copper, and Aluminum Allocations Survey 

Atomic Energy Program at Savannah River Plant 

Machine Tools 

Domestic Requirements and World Supply of Steel, Copper, 
and Aluminum 

Electric Power Study 

Controlled Materials 

Defense Activities of the Department of Commerce 

Defense Manpower Policies 

Proposed Canadian Purchase Agreements for Aluminum 

Aluminum Program 

Current and Future Defense Activities 

The general subjects covered by hearings and staff studies are here- 
with summarized under individual headings: 


PRICE CONTROLS——-HEARING 


On November 26, 1951, Michael V. DiSalle, Director of the Office 
of Price Stabilization, appeared before the committee to give a résumé 
of what had transpired with respect to the Defense Production Act 
in the Office of Price Stabilization. The President had just made the 
statement that an inflationary spiral had begun again. 

It was stated that the highest priority was being given to the prep- 
aration of tailored regulations. A tailored regulation is typically 
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prepared for a particular industry or segment of an industry and takes 
account of its particular problems and practices. It applies to a 
narrower range of products than the regulation it displaces; it provides 
pricing methods which conform more closely to historical differentials; 
it removes inequities to the maximum extent; it recognizes various 
trade practices; it provides specific prohibitions or other restrictions 
on the particular evasive practices most likely to occur in the industry 
or trade affected; it specifies better adapted record-keeping provisions; 
it provides more effective procedures and is more enforceable. 

The methods of OPS for the carrying out of section 402 (d) (4) of 
the Defense Production Act were discussed at length. This amend- 
ment fixes ceiling prices for nonagricultural commodities or services. 
Mr. DiSalle stated that up to July 26, 1951, all cost increases must 
be reflected in price increases, but after July 26, 1951, the OPS had 
discretion in granting price increases, and absorption is required 
wherever the earnings position of a company or industry permits the 
absorption of that cost increase. 

Under the provision of the law which provides that all regulations 
must be fair and equitable, the formula which has been followed would 
not allow an industry to raise prices if its dollar profits amounted to 
85 percent of the average of the three best years between 1945 and 
1949. 

Mr. DiSalle expressed the opinion that as a general rule price levels 
could be maintained after cost increases up to July 26, 1951, were 
absorbed into the economy. However, it was pointed out that 
increases had been granted to stimulate production of machine tools, 
for wages which were depressed prior to June 1950, and for the Maine 
sardine industry and the Texas citrus fruit industry in order to keep 
these industries operating. The committee was advised that outside 
of increases in parity prices, increases in the prices of imported com- 
modities, and increases recommended by the Office of Defense Mobili- 
zation as being necessary for production reasons the committee could 
rest assured that OPS would not grant price increases except those 
required under the law. 

The question arose as to why OPS did not decontrol prices of those 
commodities which bad fallen substantially below ceiling levels. It 
was said that it takes time to consult industry advisory committees, 
study all relevant facts, and to write regulations that are both fair 
and effective. Another barrier to decontrol of important commodity 
prices is its effect upon wage controls. Decontrol of prices in a 
major segment of the economy would create strong pressures for 
decontrol of wages of workers in that area of the economy. 

The conclusion of OPS at the time of the hearing was that it was 
not, at that time, safe to decontrol any major segment of the economy. 
OPS proposed to maintain ceilings, adjusting them upward where 
required and continuing to make reductions where those reductions 
are fair and reasonable, quite independently of market conditions. 
Ceilings will not be lowered simply because market prices decline 
below them. And where ceilings that are above the market are 
lowered, they will not necessarily ‘be lowered to existing market levels. 
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STEEL, COPPER, AND ALUMINUM ALLOCATIONS——PROGRESS REPORT 


In January 1952, a survey was made of steel, copper, and aluminum 
allocations by your committee. The responsibility for allocating 
scarce materials is a vital one. In an economy as complex as ours 
the job of deciding the quantities of materials necessary to assure the 
completion of defense production on schedule, of balancing machinery 
and equipment with the construction of new manufacturing facilities, 
of appraising relative urgencies and putting first things first, and of 
assuring an output of components such as bearings and motors in 
quantities sufficient to meet production schedules for end products 
is an assignment of the greatest difficulty. It was recognized from 
the beginning of the current mobilization program that every operating 
agency was in a position to contribute to the decision-making process, 
and that their advice must be used in reaching decisions. 

The policy which has been followed by the Defense Production 
Administration is as follows: (1) The real needs of the Atomic Energy 
Commission and the Department of Defense should be met; (2) the 
strategic programs should be supported, particularly those with long 
lead times, such as the power-expansion program; (3) less essential 
construction should be deferred to the maximum extent in order to 
free structural stee] for more essential projects; (4) the civilian 
economy should be maintained at the highest possible levels consistent 
with the foregoing considerations, with the view of avoiding large 
pools of unemployment and protecting small producers; (5) to properly 
correlate the needs of the military, industry, and other essential 
programs; (6) support of essential component production; and (7) 
conservation of materials to the maximum extent possible without 
jeopardizing defense production or the maintenance of the civilian 
economy. 

It was DPA’s belief that it was preferable to permit all manufactur- 
ers, including those who make nonessential civilian goods requiring 
copper and aluminum, to operate at low levels rather than to put them 
out of business entirely by absolutely prohibiting the use of materials 
in short supply in less essential products. 

The controlled-materials plan became fully operative for the first 
time in the fourth quarter of 1951. The combined staffs of the DPA 
Office of Programs and Requirements, the NPA Metals and Minerals 
Bureau, and the NPA Policy Coordination Bureau, and each claimant 
agency whose program was under discussion met to analyze programs 
and requirements. At these meetings an effort was made to explore 
thoroughly with each claimant the way in which requirements were 
calculated, the needs for specific controlled-material shapes and forms, 
program levels supported by requirements, time phasing, the relation- 
ship of one claimant’s program to programs of other claimants, 
degrees of essentiality among programs, possible deferrals in parts of 
programs, possible conservation savings, duplication among claimant 
programs, and the validity of material requests to support given 
program levels. 

In the first quarter of this program demand and supply were ex- 
tremely unbalanced. The demand for carbon steel was 156 percent 
of supply, alloy steel 159 percent of supply, stainless steel 168 per- 
cent of supply, brass mill products 175 percent of supply, wire mill 
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products 166 percent of supply, foundry copper products 189 percent 
of supply, aluminum 177 percent of supply, structural steel 205 per- 
cent of supply, and steel plates 180 percent of supply. Reductions 
had to be made in programs of claimant agencies to levels far below 
stated requirements. No matter how equitable and reasonable the 
final distribution of materials, claimant agencies could not be expected 
to be pleased. There were sharply increased demands for the Atomic 
Energy Commission and the Department of Defense. To maintain 
balance among the different programs and the determination of how 
much of a program could be deferred have been difficult problems. 
The further question was presented as to the extent to which the 
Department of Defense contractors could consume controlled materials. 

The actual allotment of these controlled materials to individual 
applicants have followed two methods of determination depending 
upon the industry field concerned. The first method, applicable to 
nonconsumer type goods, utilizes a series of ratios and factors arrived 
at by comparison of present and past requirements and comparison 
with average demands to determine as closely as possible a share of 
the available materials directly proportionate to the applicant’s re- 
quirements, given the established level at which the industry may 
operate in view of the quantity of materials available. The second 
method bases allotments upon pre-Korean base period consumption. 
It is used chiefly in the field of consumer durable goods and related 
products. Generally the basis for allotment of materials for indus- 
trial expansion are those of degree of necessity for defense and the 
extent of completion where projects are already under way. Under- 
way projects are classified according to the degree of completion and 
the quantity of structural steel needed for completion. 

There have been uncertainties in connection with steel, copper. and 
aluminum. In the case of aluminum there have been power short- 
ages, in the case of copper there has been the problem of maintaining 
an adequate flow of scrap, to the brass mills and foundries, and the 
estimated supply of steel is dependent upon sufficient supplies of scrap 
metal. 


SAVANNAH RIVER PLANT OF ATOMIC ENERGY COMMISSION——-HEARING 


On November 27, 1951, your committee held a hearing with the 
view of obtaining facts pertaining to defense production at the Savan- 
nah River plant of the Atomic Energy Commission. Just prior to 
this time a number of newspaper articles had appeared which were 
critical of the operations of this plant. Chairman Gordon Dean, 
and Commissioners Sumner Pike and Keith Glennan, of the Atomic 
Energy Commission, and others appeared before the committee. 

On October 18, 1951, the chairman of your committee was successful 
in securing the services of Rear Adm. Carl H. Cotter for the purpose 
of investigating prevailing conditions at the Savannah River plant, 
with particular reference to the engineering and construction aspects 
of the work. Admiral Cotter was considered to be well qualified to 
conduct this investigation on the basis of 30 years’ service as an active 
officer in the Corps of Civil Engineers of the United States Navy, and 
his knowledge of construction problems and business practices. Mr. 
John L. Douglas, staff member, and Mr. Daniel L. O’Connor, consultant 
and former FBI agent, also participated in the investigation. The 
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investigation went into various phases of the project and all questions 
asked by the investigators were answered in a prompt and frank 
manner. 

The prime contractor is E. I. du Pont de Nemours & Co., Inc. The 
reason for getting the du ‘Pont Co. into the picture was due to 
the fact that it was the only outstanding chemical concern in the 
country at that time which was not in the program. It has unlimited 
resources, the required specialized experience, and well-trained tech- 
nical and construction personnel. At their headquarters in Wilming- 
ton, Del., there is a force of 1,800 technical and scientific employees. 
Under normal circumstances, a construction project could be more 
economically achieved by competitive bids among selected and com- 
petent contractors. This system, however, requires preparation 
before the advertising of detailed plans and ‘specifications. In this 
case, conditions are not normal, security requirements must be cen- 
tralized, time is of the essence e, and the delay incident to the prepara- 
tion of detailed plans and specifications could not be considered. 

On the site, there was a supervisory group of approximately 80 
du Pont employees representing conservatively 1,500 years of con- 
struction experience who have an average service of from 10 to 15 
years each with the du Pont organization. In addition some 800 were 
employed in the technical and field-engineering group throughout the 
several areas. 

Work was carried on 5 days per week, 9 hours per day, and premium 
time had averaged less than 5 percent of the total payroll. Manage- 
ment apparently recognized well-established rules and regulations 
customary in the industry as they affect the several crafts and did 
not permit special considerations beyond those well-established 
practices. 

Construction subcontracts have been awarded for railroad, grading, 
road construction, electrical engineering, and concrete supply. Sub- 
contracts for engineering design have been at fees less than the scale 
published by the American Societ y of Civil Engineers and the American 
Institute of Architects. Work stoppages have been negligible. Con- 
struction of the railroad was about 5 weeks behind schedule at the 
time of the investigation due to a delay in the receipt of steel rails, but 
delays were reported to have been few. 

It appeared evident that the management was cost conscious. 
Spot checks of actual unit costs on various operations were tabulated 
and compared with the estimated costs. The element of competition 
between areas had been developed to a high degree. Daily and weekly 
average field ratings of employees in each area were made and dis- 
tributed. The activity of the men left a favorable impression. The 
decisions of the engineering force were found to have been made after 
careful engineering studies as to the economics of the method in 
question. 

The prime contractor did not maintain recruiting offices in various 
cities, a customary procedure on projects of this magnitude. The 
American Federation of Labor was used by the management as a re- 
cruiting organization and made recommendations for filling manpower 
requirements. Management considered that as a result of this ar- 
rangement recruiting costs were very much lower. This method has 
been the cause of adverse criticism. 
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The qualifications of subcontractors appeared to have been care- 
fully checked as to personnel, equipment, financial standing, the size 
of jobs they had successfully completed, and their general reputation 
and integrity for good work. 

Some difficulty had been encountered in getting deliveries of steel, 
and at times there were some idle men as a result. 

The investigation covered many other phases of the operation at the 
Savannah River plant, including housing, land acquisition, competitive 
bids, plans and specifications, organization, personnel, record sys- 
tems, warehousing, fees paid, employment methods, safety provisions, 
planning and scheduling, security and appropriations. 


MACHINE TOOLS-——-PROGRESS REPORT 


This committee on January 23 issued Progress Report No. 13 cover- 
ing the subject of machine tools. The first part, after an introduction, 
dealt with the historical background of the industry, the defense 
requirements, the productive capacity existing, and the basic industry 
problems. In the second portion of the report attention was given 
to the actions to overcome bottlenecks, Government reserves of tools, 
subcontracting, and the manpower situation. Part 3 was devoted 
to the financial aspects of the program with particular reference to the 
functions of the General Services Administration. 

In the introduction it was pointed out that the security of the Nation 
rests in a large measure on machine tools. Defense projects were, 
at the time the report was written, waiting for tools but the various 
programs undertaken to obviate the bottleneck were well on the way 
toward solving the problem. 

The history of the machine-tool industry has been one of feast and 
famine. During World’ War II production reached a peak in 1942 of 
$1,320,000,000 but dropped in 1949 to $249,500,000. At the time of 
Korea, the machine-tool industry was at a low ebb. Employment 
was down to 37,000 workers, the lowest in over a decade. Govern- 
ment officials, at that time, did not consider machine tools to be a 
serious problem. One reason for this optimism was the vast quantity 
of tools in reserve inventories held by the services and the General 
Services Administration. Secondly, insufficient attention was given 
to the change in designs of weapons of war. Such changes required 
new machine tools and made obsolete many of the thousands of tools 
in reserve. 

The report examined the difficulty of ascertaining exactly what 
were the over-all requirements for machine tools for a given period, 
as a basis from which to calculate the capacity necessary to meet 
such demand. ‘The armed services themselves buy very few machine 
tools. Their contracts are for the production of end items and the 
contractors decide what kind of tools must be used to build individual 
components. Contractors are reluctant to order tools until the con- 
tract for the end item is awarded, Furthermore, different contractors 
would have different ideas as to the type of tool required since machine 
tools are extremely flexible. 

It was quite some time after Korea before an expansion was noted 
in the machine-tool industry. There were several factors which held 
the industry back. One was the financial condition of the industry 
due to the declining demand for its products after World War II. 
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The sale of thousands of Government-owned surplus tools after World 
War II had aggravated this condition. The industry had insufficient 
capital to finance large inventories and to increase their facilities. 
The industry claimed that the Government’s renegotiation policy 
was partially responsible for this situation. There was a lack of 
proper Government financial aid, since under the Assignment of 
Claims Act, as in force at the time of Korea, claims of the United 
States were prior to those of an assignee and hence commercial banks 
were reluctant to make loans to machine-tool builders. Builders were 
afraid of overexpansion because they had seen their plants stand idle 
during recent years. For some months after July 1950 they continued 
to favor their civilian customers. Long delays were experienced in 
obtaining approvals for certificates of necessity. The general price 
freeze on January 26, 1950, caught the machine-tool builders with a 
pricing structure that made it almost impossible for them to operate. 
The ceiling price was fixed at the delivered price as of that period. 
Since most machine-tool builders required a long lead time, deliveries 
made in January 1951 were at prices quoted prior to Korea, the low 
point of the industry for many years. As noted later, it was not 
until August 1951 that a price adjustment was worked out which was 
satisfactory to the industry. Shortage in skilled manpower was a 
continuing problem. Material shortages began to develop. 

The report attacked each one of the problems mentioned and set 
forth the steps taken by the Government agencies to solve them. In 
the field of distribution the National Production Authority issued a 
basic regulation on February 28, 1951, requiring each manufacturer to 
schedule 70 percent of his monthly production to service contractors, 
with the remaining 30 percent to be used first to fill rated orders from 
other purchasers and then if any balance remained to fill unrated 
orders. Provision was made in the order to divert deliveries from one 
customer to another and to freeze a manufacturer’s schedules for a 
3-month period. In November of 1951 the regulation was amended 
to channel virtually all machine tools into direct military and defense 
supporting production. Order boards have been submitted to NPA 
since April of 1951. From these order boards NPA was able to expe- 
dite by diversion deliveries of tools to defense contractors. 

On July 9, 1951, Mr. Charles Wilson, Director of Defense Mobiliza- 
tion, issued a directive setting forth measures to be taken to increase 
metal-working tool production. In the implementation of this di- 
rective, action was taken by a number of agencies. 

The Office of Price Stabilization in August 1951 revised its regula- 
tions to permit machine-tool manufacturers to increase their base- 
period price by 12 percent before adding further adjustments for in- 
creased cost of labor, materials and subcontracting. 

NPA acted to give machine-tool builders priority in diversion actions 
to see to it that machine-tool builders got the necessary machine tools 
to build other machine tools. NPA, also, under its controlled-ma- 
terials plan, gave allotments at a high level so that the industry had 
sufficient tickets to get the materials needed. In addition, it granted 
a new program symbol Z-—2 which had elements of preference over 
symbols allotted to other manufacturers. Since those steps were 
taken, there have been only isolated problems for the machine-tool 
industry in the materials field. 
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On the financial front the Assignment of Claims Act was amended 
on May 15, 1951, and in September 1951 simplified procedures were 
adopted for Government guaranty of V loans. The pool-order pro- 
gram, which was initiated in February by NPA, was made more 
attractive to the machine-tool industry in August 1951 by the addition 
of a provision permitting advances up to 30 percent of the amount of 
the contract. This program, which was similar to one carried on by 
the Defense Plants Corporation during World War II, was a device 
whereby the Government in effect underwrote the production of 
machine tools. NPA recommends the size, type, quantity, etc., of 
items to be ordered from each producer. General Services Adminis- 
tration acts as the contracting party for the Government. Under the 
terms of the contract the Government, through General Services 
Administration, agreed to take delivery of a tool if at its completion 
no user had appeared with a demand for the specific tool and to pay 
the manufacturer 824 percent of the producer’s list price. The tool 
was to be stored and if the manufacturer subsequently obtained a 
customer for it, he could sell it, refunding to GSA the moneys received 
for it. If GSA removed the tool from storage and placed it in use, 
GSA would pay the manufacturer an additional 7% percent. In the 
event of termination of the contract GSA is obligated to pay to the 
producer all manufacturing costs attributable to machine tools not 
covered by a firm order at the date of termination. As of December 
31, 1951, a total of 127 machine-tool pool contracts had been tendered, 
covering 74,295 tools valued at $1,165,000,000. 

In addition to its pool-order program GSA, again acting on the 
recommendation of NPA, leased machine tools owned by the Gov- 
ernment to defense contractors. In the labor field vigorous action 
was taken by the Department of Labor’s Defense Manpower Admin- 
istration to curtail the pirating of workers, recruiting of skilled and 
semiskilled workers, and encouragement of training programs. 

In conclusion the report stated that the major bottlenecks to pro- 
duction had been broken and that the machine-tool industry would 
expand its production month after month. It was suggested that the 
pool order contracts be modified to remove a requirement that interest 
be paid on advance payments and that provision for profit be made 
on incompleted tools. It was also suggested that a renegotiation 
policy be laid down for the machine-tool industry. The problem of 
pirating skilled labor was also mentioned. Though there has been 
discussion between the Government agencies involved and the ma- 
chine-tool industry, the basic pool order contract has not been changed 


and seemingly the industry is operating satisfactorily under its 
present terms. 


ELECTRIC POWER STUDY——-PROGRESS REPORT 


Shortly before the adjournment of Congress, in October 1951, your 
committee directed its staff to conduct a study of the electric power 
program to determine its adequacy to support defense mobilization 
needs. Data were obtained from agencies of the executive department, 
State and Territorial regulatory commissions, local and regional 
associations, publishers interested in the electric power industry, 
operating electric utility companies, and industries using electricity 
in defense work. Progress Report No. 15 of the Electric Power Study 
was ordered printed January 15, 1952. 
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There seems to be general agreement that the requirements for 
electric power presently outstanding and foreseeable within the next 
few years are running a neck-and-neck race with capability. DEPA, 
Edison Electric Institute, and Electrical World estimated the total 
1951 capacity available at approximately 75 million kilowatts. These 
are statistics for Nation-wide capability and do not point up the areas 
of critical shortage, because electric power is not interchangeable 
among all areas. In the past calendar year, shortages developed in 
the Pacific Northwest, the Southeast, and in the Pittsburgh, Pa., 
industrial area. Shortages also threatened in the Texas area 

All companies and agencies in the electric power industry had 
planned for expansion of capacity beyond the present supply. This 
was in accord with recommendations in the 1950 report of the National 
Security Resources Board that power system executives and Govern- 
ment officials take advantage of open capacity to bring generating 
reserves and transmission ties to fully adequate levels. 

Those in charge of allocation policy must give due recognition to 
the vital need for electric power as an essential ingredient in the 
formula for successful defense mobilization. The exact amount of 
power required is a matter subject to honest differences of opinion. 
The question was and still is how much power do we need as dis- 
tinguished from how much power can we get in an allocated economy. 
Your committee agreed that the armed services must get first priority; 
however, policy makers cannot afford to underestimate the need for 
adequate electric power to produce the items needed by the military 
services. In the face of current and past predictions that the Nation 
faces a power shortage by men competent in this field, especially in 
the Southeast and the Northwest, our policy makers both in Govern- 
ment and in industry must give full recognition to the lead-time 
factor. 

The Administrator of DEPA has forecast that by the end of 1952 
total generating capability will be slightly less than the total capacity 
requirements even if the whole 1952 program is achieved. Approx- 
imately 10 kilowatt-hours of electricity is required to manufacture a 
single pound of aluminum. With current discussions of an increase in 
Air Force strength, with its accompanying demands for more alumi- 
num, it should be borne in mind that this in turn will greatly increase 
the demand for electric power. The Nation cannot afford to under- 
estimate electric power requirements. The Defense Production 
Administrator appointed a four-man committee from nongovern- 
mental circles to advise him on an electric power expansion program 
adequate to meet defense needs. It is imperative that they take the 
immediate action needed to bring that increased capacity into being 
on time. It will then be necessary to make the increased allocations 
of raw materials required to effect the increased capacity consistently 
with other urgent programs, even though this means diverting these 
materials from some other program less essential to the national 
defense. 

The report brings out that more hydroelectric power should be de- 
veloped, with first consideration to the projects in those areas likelv 
to have a shortage of power for the production of defense items. Lead 
time is required for planning these projects. No new hydroelectric 
project which has come to the attention of the committee could be 
completed in time to help meet the power needs in 1952 and 1953. 
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The longer the initial stages of planning hydroelectric power develop- 
ments are delayed the longer it will be before the Nation obtains the 
benefit of their power potential. Because the amount of energy 
produced by a hydroelectric power plant varies directly with the 
amount of rain water which feeds the stream on which it is situated, 
it is necessary in the interest of a well-rounded adequacy of electric 
power that due consideration be given by appropriate authorities to 
complementing hydroelectric plants with thermal plants. 

From the standpoint of making best use of existing facilities, 
maximum interconnection of power systems is advocated where this 
will result in a practical medium for making electric power produced 
by one system available in an area served by another. 

On the basis of past experience, only comparatively minor amounts 
of electric energy can be saved by such means as curtailing domestic 
consumption and brown-outs of electric signs and municipal lighting. 
Another form of conservation would be the invoking of a national 
system of daylight-saving time to reduce the peak load on power 
systems. However, estimates of power saving possible from this move 
range from three-fourths of a million kilowatts to around 2 million 
kilowatts for the Nation. DEPA notes that conservation through in- 
creasing nighttime operation of industry offers hope of only small 
savings of power. Unfortunately, sizable amounts of electricity in the 
past have been conserved only by cutting back industrial production. 
This leads to the necessity of establishing a priority system of national 
usefulness of industries in the area where the cut-back is to be made. 
Economic dislocations would be caused by increasing unemployment 
and business failures in a period when neither could be remedied 
because of a lack of sufficient energy. It would be difficult to de- 
termine which particular industries should be allowed to continue to 
operate. No large supply of power can be made available by addi- 
tional interconnection of systems. We must consider the only 
method left—construction of new power facilities—and make every 
effort to arrange for completion according to schedule. 


DEFENSE MOBILIZATION——-PROGRESS REPORT 


On November 27, 1951, and on January 9, 1952, Charles E. Wilson, 
Director of the Office of Defense Mobilization, appeared before the 
committee to summarize the progress of the defense mobilization 
program. 

Mr. Wilson stated that there have been two kinds of criticism 
which are 180° apart. One was that the mobilization program, since 
we were not at war, was going too fast and that the American people 
were being asked for sacrifices far beyond what they should do. The 
other view was that the country should go all out in its mobilization 
effort without any understanding of what going all out would do for us. 
The course which has been followed does not recognize either of these 
views as being the proper course to follow. 

Mr. Wilson stated that the Defense Department has had first call 
on strategic materials—aluminum, copper, steel, and alloy steels. 
Practically everything needed has been given to the military to meet 
their schedules. The structural steel capacity of the country has 
been inadequate to allot all of the steel which would have been de- 
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sired to increase the productive base of the country for the military. 
A very considerable amount of steel has been allotted for the second- 
ary line of defense, such as agricultural machinery and nitrogen plants 
for food production. Considerable amounts of structural steel, cop- 
per, and aluminum have been made available for the necessary in- 
creased power and generating requirements. It was stated that over 
a period of 3 or 4 years we must increase the power generating and 
distribution capacity of the country by approximately 40 percent, 
which will take a vast amount of material of the kinds needed for 
direct military requirements. Steel, aluminum, copper, and labor 
are being allotted in an effort to achieve this 40-percent increase. 

The military requirements in certain categories were up to the very 
limit of our supply. In spite of our best efforts we have not been 
able to bring up the supply of nickel to meet the requirements, and 
great difficulty was anticipated in meeting the military demands for 
nickel- bearing steel for the aircraft program. Mr. Wilson stated that 
we must find increased supplies of cobalt and columbium as fast as 
possible. We have gone to great lengths to increase the supply of 
nickel, principally offshore. The Cuban nickel source has been re- 
activated and additional steps taken to vastly increase its potential 
output. It takes many months to bring in a new substantial source 
of supply. 

When the vastly increased military program came into being our 
machine-tool production was behind. This affected the production 
of certain end items of military requirements. The bulk of the ap- 
propriations did not become available until 1951. They covered 
airplanes and tanks of fantastic designs, many of which could not 
use the machine tools that industry owned or that had been stocked 
by the military. It was not known what designs would be required 
until the planes and tanks had been designed. It was then found 
out in a normal production and engineering way the kind of tools 
that would be required. 

Most of the planes the military fought with in World War II were 
conceived before Pearl Harbor. Many of the planes on which we 
have been attempting to steam up production were in the design stage a 
year ago. The actual time from conception to full-scale production 
of a modern fighter plane is 5 years. The airplane of the 1952 vin- 
tage requires five times the design time, man-hours for design, and 
man-hours for production as was required in the last war. New com- 
panies have been encouraged to get into machine tool production and 
the machine tool builders have been encouraged to take on a large 
number of subcontractors. 

Mr. Wilson also stated that there have been many bottlenecks to 
find and break. In 1942 we were dealing with 1,200 and 1,500 horse- 
power engines, and in late 1951 we were dealing with 6,000 horsepower 
engines as the minimum to a great degree. The AEC program alone 
requires a tremendous amount of power and literally dozens of tre- 
mendous generators. The pipeline is very big and very long, and the 
material which is being cut up currently may not be revealed in the 
Defense Department figures for 9 months. 

Mr. Wilson visited many plants where substantial military contracts 
were being placed and the reactions of the men indicated that they 
were alive to the necessity. 


24564—52——-2 
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CONTROLLED MATERIALS-——-HEARING 


On November 26, 1951, and on January 9, 1952, Manly Fleisch- 
mann, Administrator of the Defense Production’ Administration, 
appeared before your committee to report on the materials situation 
as it affected the national mobilization effort, the policies followed in 
allocating materials, and other current problems. 

There had been suggestions that our whole problem would be 
solved if we cut our civilian production. The present machines of 
war are literally five times as complicated as the machines which 
were turned out in World War Il. The original schedules called for 
more machine tools of certain types than there were in the country. 
Alloying elements and designs presented additional problems. The 
opinion was expressed in the November hearing that if all civilian in- 
dustry were shut down at that date the production of planes and other 
military items would not be substantially increased in 1952. The 
cutting off of civilian production would create millions of unemployed. 
There would be no military procurement program to take that up, and 
it was the judgment of DPA officials that it would not materially 
hasten the military program. It was pointed out that one of the 
major mistakes during the last war was to cut out the production of 
farm machinery almost entirely at the outset. 

Your committee has inquired as to the work in the field of con- 
servation in the use of copper. The long-term possibilities for increas- 
ing supplies of copper were said to be not as good as many other 
critical materials. It was the consensus of a group of electrical 
equipment manufacturers, which represents one of the largest con- 
sumers of copper, that substitution of materials for about 25 percent 
of the copper used per unit of service performed appears possible over 
the long run. The natural initiative of industry should result in 
wide experimentation when they realize the long-run nature of the 
copper shortage. 

At the time of the November hearing the direct military take on 
aluminum was about 40 percent, 65 percent on primary aluminum, 
around 40 percent on brass mill products, and 13 to 14 percent on 
carbon steel. Civilian production of steel was cut 50 percent. The 
use of steel by the machine tool industry increased approximately 
500 percent in 1 year. The first quarter of 1952 program determina- 
tion cut back the Peres of the Bureau of Public Roads to a level 

comparable to the year 1949. The military requirements for alumi- 
num increased 50 pere wa in two quarters. 

It was stated that the military have always had virtually all of the 
material they requested after screening the programs. It is not true 
that they have always gotten just exactly what they asked for because 
they asked for it. There had been cases of excessive aluminum 
inventories in the aircraft factories on the west coast, and it did not 
aid our total defense program to have metal immobilized. The 
military men had been asked by DPA to defer projects which could be 
deferred. There were certain alloys, such as nickel, of which there 
was simply an inadequate supply to go around. Allocations had to be 
cut there. Mr. Wilson thought that military programs should be 
screened very carefully in order not to interfere with the power pro- 
gram, the atomic energy program, and many other programs of high 
priority. Appeals for supplemental allotments of carbon ste] were 
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more than four times the size of the reserve, and reserves of other 
controlled materials were comparable. 

One of the questions frequently asked was where all of the metal 
was going that we had and why it was in such short supply. The 
pi Rorean use had been increased 35 to 40 percent. The use of 
aluminum in consumer durable goods decreased approximately 60 
percent during the same period. 1952 was said to be the most im- 
portant year in the entire effort. The tooling-up process neared 
completion at the beginning of the year 1952. However, the view 
was expressed that should we decide the price to be too high, if we 
refuse to accept the inevitable dislocations, material shortages, and 
localized periods of unemployment which are the inescapable cost of 
any mobilization program, the whole effort could be frustrated. 
Civilian production, construction of schools, hospitals, and churches, 
municipal projects, highways, and courthouses are all meritorious, 
but Mr. Wilson stated that the relentless logic of the materials situation 
requires that a substantial proportion of them be deferred during 1952 
if our goal of national security is to be attained. 

It has been the policy that the security needs of the Nation was 
a matter for the Defense Department and that it was the task of 
DPA to meet the material requirements of that program unless they 
were so large as to interfere with the industrial programs. 

Since the supply of controlled materials was insufficient to support 
a rapidly expanding construction boom together with defense, defense- 
related, component, equipment, and minimum consumer goods pro- 
grams, it has been necessary to slow down the rate of industrial expan- 
sion. It was believed that mobilization goals could not be achieved if 
allocations were based in large measure on employment factors. 
Because of the acute shortage of metals used alike in construction and 
production, the basic allocation policies must be based almost entirely 
on the factor of essentiality to the mobilization effort. 

If the military could not demonstrate that they could use metal in a 
quarter for whic +h it was claimed their requirements were cut back. A 
review is also made of the less essential use of metal, and substitution 
was constantly urged. There was no known case in which it could 
be said that any important military production program suffered 
because of any policy of cutting back their material. 

Our own military requirements for nickel exceeded the entire supply 
available to the free world. Around 6 percent of the nickel was used 
for industrial use. The remainder was devoted to either military or to 
items that the military agreed were indispensable industrial uses. The 
military will be required to design many of their implements of war 
in order to live within their materials budget. 

The Atomic Energy Commission received 100 percent of the require- 
ment as stated by t enn 

In the January ‘gee hl it was stated that we had been faced with 
an extreme demand-supply imbalance for the second quarter of 1952. 
Demands for carbon steel were 137 percent of supply, structural steel 
169 percent of supply, steel plate 185 percent of supply, copper 150 
percent of supply, and aluminum 153 percent of supply. The distri 
bution of the available supply of metals in the face of a supply-demand 
imbalance of this magnitude was a task of tremendous difficulty and 
complexity. Before decisions were reached meetings were he ld with 
every claimant agency to go over in every detail the programs they 
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presented. Representatives of claimant agencies then met to examine 
in detail the general policies leading to the decisions. The recom- 
mendations of this group were then analyzed by the Requirements 
Committee, a committee representing every major segment of the 
economy. 

The Administrator of DPA was asked a number of questions with 
regard to a contract entered into between the United States and Eng- 
land for the sale of steel and the purchase of aluminum by the United 
States. It was stated that some of the steel which was needed in the 
European mobilization program could not be manufactured in Europe. 
In addition to their regular allotment of 25,000 tons of steel, the United 
States permitted England to purchase 46,000 tons of so-called con- 
version steel, which was produced in this country at high-priced 
facilities and available in fairly good quantity. Several thousand tons 
of conversion steel per quarter could have been made available to 
purchasers in the United States if industry had wished to pay the 
extra cost. The cost of transporting the steel to three or four different 
places adds to the cost of the conversion steel, plus the profit of differ- 
ent concerns handling same. As . result conversion steel is sometimes 
50 percent or more higher than regular steel. The United States under 
the terms of the contract was to receive 22,000,000 pounds of alumi- 
num, with which hundreds and perhaps thousands of small businesses 
could receive increased allotments. 


HEARING ON DEFENSE ACTIVITIES OF THE DEPARTMENT OF COMMERCE 


A hearing was called on January 15, 1952, to examine the defense 
activities under the Department of Commerce, with particular refer- 
ence to defense highways in times of emergency, the allocation of 
steel, employment, ‘and general business conditions. 

Charles Saw yer, Sec retary of Commerce, appeared before the com- 
mittee and stated that during the period of defense mobilization the 
business population of the country had been maintained at pre-Korean 
levels. The 4,000,000 firms reported to be in existence represented 
the maximum reached in the postwar boom. After Korea the number 
of retail firms decreased 1.8 percent, service firms decreased 0.3 per- 
cent, with the largest relative gains occurring in transportation, 
communications and public utilities, contract construction, and manu- 
facturing. The year 1950 saw the reversal in the downward trend 
in the-number of manufacturing firms, which had been under way 
since 1947. 

Aggregate unemployment was reduced from 3,000,000 in 1950 to 
less than 2,000,000 in 1951. Unemployment was reported i in specific 
localities due to reductions in the automotive and construction indus- 
tries, textiles, and costume jewelry. One million six hundred thou- 
sand was given as a figure which represents an almost irreducible 
minimum for unemployment. 

Through credit controls, rapid amortization and loans, and alloca- 
tions of materials, priority was assured in the use of limited resources 
for defense production and the expansion of essential capacity. This 
program necessitated the gradual cutting back of production of con- 
sumers’ durable goods and nondefense capital goods. 

The Defense Production Administration and the National Produc- 
tion Authority have attempted to hold cut-backs at the point where 
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the slack will be taken up by military orders. The question was 
raised as to whether the use of materials by the military would mean 
that the civilian slack in employment would be taken up, and it was 
stated that this would not necessarily follow. 

The savings of the American people were reported to be at an 
all-time high, which has had an influence on the retail trade. Small 
businesses supplied 47 percent of the nondefense purchases of goods 
and services by 46 civilian Federal Government agencies during the 
fiscal year 1951. More than one-fifth of the prime contracts let by 
the Defense Department from July 1950 through September 1951 
have been awarded to firms employing less than 500 people. 

Secretary Sawyer expressed the opinion that the dissatisfaction as 
to allocations was about as low as could be expected under the cir- 
cumstances. He stated that there had been a fair distribution of 
available materials. ‘The bulk of prime contracts placed by defense 
agencies since the outbreak of the Korean war went to the companies 
having the necessary facilities and resources to get into munitions 
production quickly. However, other and smaller companies received 
a significant share of the total prime contracts and these were supple- 
mented by the placement of subcontracts by the large firms. 

Mr. Sawyer stated that it is important to increase the supply of 
nickel, for the Army and Navy has called for more than the world 
produces. The opinion was expressed that the United States should 
cooperate with Canada to increase the supply of both nickel and 
aluminum. 

PUBLIC ROADS—HEARING 


Thomas H. MacDonald, Commissioner, Bureau of Public Roads, was 
invited to appear before the committee on January 15, 1952. Many 
complaints had been received concerning the allocations which had 
been received for public roads. 

Some very interesting figures were revealed by Mr. MacDonald. 
Between the years 1940 and 1951 the number of vehicles on the high- 
ways increased 61 percent and truck and truck combinations increased 
165 percent. For the first quarter 1952, 367,000 tons of steel was 
requested and 210,000 tons was allocated. 231,719 tons of shapes was 
requested and 68,800 tons was allocated. Steel had been allocated to 
the States, first for access roads, second for roads on the interstate 
system, and third for major highways. There had not been enough 
steel to continue the construction under way, without regard to be- 
ginning new construction. 

It was stated that a very serious deficiency lies in the urban areas 
where if we are thinking of defense roads and the matter of evacuation 
of metropolitan areas, that is where we are in a very serious situation, 
and the building of arterial roads in metropolitan areas had produced 
a shortage of highway steel. That program got under way after 
legislation passed in 1944. A real program was not built up until 
1948 because of engineering and right-of-way difficulties. A very 
good urban program was going, and when the controlled materials 
plan went into effect it was cut back. 

In a survey which was made of a defense plant employing 13,000 
people it was revealed that less than one-third came from the sur- 
rounding metropolitan area, that labor came from as much as 86 miles 
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away, and that 64 percent of the in-and-out material and freight was 
handled by trucks. 

There was a deficiency of needed replacement of roads and surface 
of about 74,000 miles. With the problem of the small amount of 
steel the highways must be maintained. Equipment is essential for 
this work, but there was a rating of 8 in point of priorities for road 
machinery. The normal percentage of construction machinery used 
for highway purposes is 30 percent, but the highways have been 
relegated to the low position of 10 percent. One of the difficulties 
was said to be the refusal of the mills to accept allocation certificates, 
which was thought to spring partially from the fact that mills were 
allowed to serve their old customers first. 18,000 local units and State 
units of government were being represented as claimants by the Bureau 
of Public Roads. 


MARITIME COMMISSION—-HEARING 


On January 15, 1952, Vice Adm. Edward Cochrane, Administrator 
of the Maritime Commission and Chairman of the Maritime Board, 
appeared before your committee. Admiral Cochrane stated that the 
Maritime Commission had been delayed in its program for fast cargo 
ships due to steel difficulties. A full 3 months was lost on some of the 
ships. A total of 43 tankers were reported to be under construction 
or on order. Ninety percent of the amount of steel requested was 
received, which was a good allotment to carry out the program, but 
did not include steel to pick up back work. Immobility of labor and 
housing shortages have been two of the problems in ship construction. 


DEFENSE MANPOWER POLiCY NO. 4——-HEARING 


In view of many protests and inquiries which had been received by 
Members of Congress and others regarding Defense Manpower 
Policy No. 4, a hearing was held on February 6, 1952, attended by a 
large number of Senators and Congressmen in addition to members 
of your committee. Defense Manpower Policy No. 4 places the 
Department of Defense in a position to negotiate contracts in surplus 
labor areas instead of putting them out for competitive bids. 

Executive Order No. 10193 of December 16, 1950, provided that 
the Director of the Office of Defense Mobilization should direct, 
control, and coordinate all mobilization activities of the executive 
branch of the Government, and the Director was authorized to issue 
directives, establish policies, and make decisions. 

The national manpower mobilization policy promulgated by the 
President on January 17, 1951, states that— 

Production will be scheduled, materials allocated, and procurement distributed 
with careful consideration of available manpower. Wherever feasible from an 
economic and security standpoint, production facilities, contracts, and significant 
subcontracts will be located at sources of labor supply in preference to moving 
the labor supply. 

Defense Manpower Policy No. 1, effective August 2, 1951, issued 
by the Director of the Office of Defense Mobilization directed, in part, 
that production and procurement agencies should take special notice 
of conditions of high levels of current or expected unemployment in 
given areas as reported by the Defense Manpower Administration, 
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and consistent with other procurement considerations, should make 
every effort to assign material allocations and procurement contracts 
to such areas. 

Defense Manpower Policy No. 4 was issued by the Office of Defense 
Mobilization effective February 7, 1952, and was in question at the 
hearing. Policy No. 4 provided for procurement by negotiated cor- 
tracts and purchases in areas of current or imminent labor surplus, 
although lower prices might otherwise be obtainable elsewhere. 
The Defense Manpower Administration of the Department of Labor 
certifies the existence of surplus Jabor areas to the Surplus Manpower 
Committee under standards to be established by the Secretary of 
Labor, and the Surplus Manpower Committee would report its 
findings to the Director of Defense Mobilization. 

At the hearing, the question was raised as to what economic law 
would justify paying a higher price in a distressed area than would 
be paid to the highest bidder in an area that is not a distressed area. 
The explanation was offered that the Government would save money 
on unemployment compensation, and that housing and community 
facilities problems would be created should the contracts be placed 
in areas other than distressed areas. No figures were submitted 
setting forth the amount which would be saved by the Government 
as a partial offset. The further question was raised as to whether 
there would not be an over-all increase of many millions of dollars in 
the cost of the defense program by negotiating contracts at 5, 10, or 
15 percent in excess of the lowest bid or the last price paid. The 
answer to this question was the same as the answer given to the 
previous question. 

The plants in some sections are more efficient and up to date than 
in other sections, and the operators were naturally alarmed that a 
policy could be put into effect whereby the armed services could 
negotiate a contract at prices up to a 15-percent increase above the 
lowest quotation received or last price paid. Warehouses in the 
South were full of textile items, but it was admitted that under 
policy No. 4 a higher price could be paid for 100 dozen sheets in a 
New England textile mill than in a southern textile mill. However, 
section 8 of Defense Manpower Policy No. 4 provides that when the 
application of this policy would have a major effect on the operation 
of an entire industry appropriate recommendations shall be made to 
the Director relative to that industry in lieu of recommendations 
relative to specific geographical areas. In such cases, after notice to 
and hearing of interested parties, consideration will be given to a 
separate certification applying to the entire industry. 

The line of questioning at this hearing indicated that the vast 
majority, if not all, of the Senators and Congressmen present seriously 
doubted the advisability of the Government favoring one section of 
the country over another, or an industry in one section of the country 
over an industry in another section of the country, by negotiating 
contracts at prices in excess of the lowest bid. This policy tends to 
interfere with our basic economic laws, to destroy the advantage 
gained through initiative and the application of sound business 
principles, and to set a precedent which might later be followed by 
people less capable than those now in charge of the defense program. 
No person at the hearing asked for any special advantage, but merely 
requested that all sections be treated on a fair and equal basis. If 
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contracts are to be negotiated in distress areas there still appears to 
be no reason why such contracts should be negotiated at a price in 
excess of the lowest bid price from a nondistress area. 


PROPOSALS OF ALUMINUM CO. OF CANADA—HEARING 


On May 26 and June 2, 1952, your committee held hearings upon 
proposals. by the Aluminum Co. of Canada. These proposals had 
been in controversy since the start of the current defense program. 
A proposal to enter into a long-term contract had been favorably 
recommended to the Administrator of the Defense Production Ad- 
ministration by Samuel W. Anderson, Deputy Administrator for 
Aluminum, DPA, and was under serious consideration at the time 
of these hearings. 

The committee decided to delve into the contemplated aluminum- 
expansion programs in order to ascertain the reasons for the proposed 
Canadian purchases, and to determine if full consideration had been 
given to the possibility of securing the additional aluminum through 
expansion of domestic facilities. Another reason is that some un- 
fortunate results flowed from this country’s generous financial sup- 
port given to Alean during World War II which contributed materially 
to making it the world’s largest aluminum producer. Despite this 
wartime assistance, Alcan has not cooperated as fully as it should 
have in helping this country cope with the aluminum shortages which 
developed as a result of increased military demands since Korea 

Two programs of aluminum expansion in late 1950 and mid-1951 
were authorized under the Defense Production Act of 1950. An 
expansion was launched which amounted to a 91 percent increase in 
aluminum capacity. Uneconomic capacity was reactivated by the 
Aluminum Co. of America, bringing the 91 percent increase to 102 
percent increase. The aluminum industry privately financed this 
huge expansion at a cost of approximately $€00 million. 

In August 1950 Alcan offered to supply 220,000 tons of aluminum 
against a 3-year Government contract. The decision was that the 
United States capacity expansion would promote national security 
more than stockpile purchases from Alcan on the terms it wanted. 

In March 1952, your committee received information that DPA 
was considering a new Alcan proposal. In a hearing on March 21, 
1952, Mr. Manly Fleischmann, then Administrator of DPA, testified 
that a proposal was then under consideration and stated that his 
opinion at the time was that it should not be made without con- 
gressional approval. On May 26, 1952, Mr. Fleischmann stated: 

I did want to decide this before I left, because I have been living with 

it. * * * Jecannotdo that as far as I see now. Therefore, there is no great 
time pressure. 
That statement followed after your committee made it quite clear 
that it did not want DPA to make a determination before your com- 
mittee had satisfied itself that the proposals were in the interest of 
the United States. 

Alean submitted a proposal in February 1952. Upon its expiration 
on April 18, 1952, Alcan submitted a more modest proposal, at the 
suggestion of Mr. Anderson, which expired May 18, 1952. Under 
each of these offers Alcan contemplated that it would increase its 
exports of metal to the United States beyond the approximately 
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100,000 tons per year it would probably send here in any case. Both 
offers contemplated that the metal would be offered for sale to com- 
mercial buyers at the going United States prices, duty paid (the duty 
is $30 per ton), with the proviso that this price could be increased to 
the extent of any increase in the United States duty and by any amount 
by which freight to destination exceeded 1 cent per ‘pound. The 
United States would have the right to cancel any portion of its obliga- 
tion by penalty payment of 5 cents per pound. 


ALUMINUM PROGRAM—PROGRESS REPORT 


In its report, issued June 30, 1952, your committee urged that any 
additional supply of aluminum found necessary for the stockpile or 
the defense effort be obtained when economically feasible from the 
domestic aluminum industry. American producers have demon- 
strated their ability to construct new plants in less than a year, and it 
is questionable whether the Alcan contract could have ever been of 
any real benefit to us, for it is certain that it would have been of little 
if any value during the crucial years 1952-54. 

Your committee recommended that DPA devote its ene rgy and 
resourcefulness in the months ahead to the establishment of new 
United States producers. If for business and economic reasons a 
wholly nonintegrated new producer cannot be created, then perhaps 
there can be a compromise solution, some combination of independent 
fabricators who would offer part of their ingot production to others 
and use a part of it themselves. 

Subsection (b) of section 712 of the Defense Production Act of 1950, 
as amended, pertaining to your committee’s jurisdiction, provides: 

Any department official, or agency administering any of such programs shall, 

at the request of the committee, consult with the committee, from time to time, 
with respect to their activities under this act. 
Under the provision of this subsection, your committee requested 
that any pending or future proposal for the purchase of aluminum 
from sources other than our domestic industry be submitted to the 
chairman of your committee, whether while Congress is in session or 
out of session, for review. Officials in the defense agencies have in- 
dicated that they will consult with your committee as requested. 

Your committee has authorized its staff to conduct a study of our 
aluminum program during the interim before the next session of 
Congress. Some of the questions which will be considered will be the 
extent competition has been created since the monopoly of Alcoa 
ended, whether defense agencies have given proper consideration to 
applications from new companies who wanted to enter the primary 
aluminum field during the recent expansion programs, and whether 
means can be found to establish small independent producers who do 
not have integrated fabrication facilities. 


CURRENT AND FUTURE DEFENSE ACTIVITIES—HEARING 


On October 1, 1952, Henry H. Fowler, Director of the Office of 
Defense Mobilization and Administrator of the Defense Production 
Administration, appeared before your committee to give a summary 
report of recent developments in defense production and on the 
stabilization front. Mr. Fowler was accompaned by Roger Putnam, 
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Administrator, ESA; James McI. Henderson, Director, Office of Rent 
Stabilization; and Ralph S. Trigg, Deputy Administrator, DPA. 

Mr. Fowler stated that, timewise, we have passed the halfway 
point in the 3-year program of defense mobilization which was 
developed in the summer and fall of 1950. The pressing question 
at the juncture is, In what particulars do these foundations of defense 
mobilization need to be enlarged, strengthened, or modified? 

Due to the wise expansion of basic resources and facilities im- 
portant for defense, the early shortages are being overcome. While 
this is being accomplished, an orderly system of distribution of 
available supplies continues to give military and atomic energy 
programs their requirements to the very last pound and the civilian 
economy an equitable distribution of an increasing remainder. 
Through the period of severest shortages and diversions, no sectors 
of the economy have been subjected to more than temporary impair- 
ment, and there has been a minimum of strain and dislocation. Mr. 
Fowler stated that many of the problems which were of grave concern 
to your committee have diminished to the point of disappearance. 
The rate of unemployment is the lowest since World War II. During 
the last quarter it was not necessary to make any allotments from 
the NPA ‘“Small-business hardship account’? and in August the 
metals held in the account were returned to the general reserve for 
distribution. 

Mr. Fowler further stated that we are only part way through to 
the achievement of other objectives of the defense mobilization pro- 
gram such as the completion of the military production build-up and 
the rounding out of the mobilization base. It behooves us to con- 
tinue to fix definite objectives, challenging in time and scope for our 
future accomplishments for national security, and to hold to these 
objectives despite the temporary lulls and storms created by an 
enemy who is skilled at that art. 

A principal problem of defense mobilization in the last quarter has 
been to manage the distribution of available steel production so as 
to minimize the impact of the loss of 18 million tons due to the recent 
work stoppage. The NPA announced a steel emergency distribution 
program with the overriding principle that deliveries on accepted 
military, atomic energy, and machine-tool orders would be placed 
ahead of all other requirements. To avoid severe damage to civilian 
steel users that would be a consequence of canceling or reducing their 
outstanding position on mill order books, or their allotments, it was 
decided to maintain the validity of these orders and allotments so 
that as their turn came after military, atomic energy, and machine- 
tool orders, they had assurance of receiving steel deliveries in an 
orderly and definite pattern. A strenuous effort has been made to 
make new steel production available for immediate use rather than 
for building up inventories of some while others suffered for the lack 
of: steel for immediate fabrication. Fortunately, steel output ex- 
ceeded all expectations in its speedy return to full production, reach- 
ing 90 percent of rated capacity in 2 weeks. Delivery on all steel 
allotments for military, atomic energy, and machine-tool programs 
is virtually assured by the end of the year. A special reserve has 
been set aside to cover needs for four types of ammunition com- 
ponents—shells, fuzes, cartridge cases, and rocket tubing. 
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Our output of military hard goods—planes, tanks, guns, ammuni- 
tion, and similar equipment—has risen from $300 million to $2 billion 
per month, or about three-quarters of the way toward which the 
present schedules are directed. Delivery of all types of procurement 
plus construction have risen from $400 million to about $2.7 billion 
per month. To insure the completion of the $88 billion of military 
goods on schedule the Nation faces a mammoth task. The full magni- 
tude of the job ahead only comes home to us when we realize that the 
weapons of tomorrow are not the weapons of today. To assure meet- 
ing these military production programs, priority powers will have to be 
intelligently exercised to afford whatever measures of special effort 
which may be necessary to guarantee the timely flow of the right tools, 
materials, and components to defense producers. 

At a previous hearing Mr. Fowler reported that there was a serious 
copper shortage due to our failure to obtain our share of the foreign 
supply. The intervening months have been marked by substantial 
easing of that situation. The buying of foreign copper for importation 
in the United States has increased sharply as a result of the change 
in the price regulations permitting our domestic wire and brass mills 
to pass through 80 percent of the price differential between domestic 
and foreign copper. Because of the time required for deliveries from 
Chile, the principal source of United States imports of copper, actual 
receipts did not increase substantially until the second half of July. 
While the supply of copper for civilian users has been increased, we 
have not yet been able to pay back appreciable quantities to the 
stockpile. 

{Lis the policy to relax and remove production and material controls 
as soon as those actions can be taken without danger to the mobili- 
zation program. The current order structure is subjected to a con- 
tinuing review so that these controls are kept in effect only so long 
as deemed nec essary to meet defense program objectives. The 
question is from time to time asked as to how soon can we abandon the 
Controlled Materials Plan. As a result of the steel strike the wave of 
conjecture last spring, looking to a possible abandonment of this 
system around the first of the year, has abated and the question of 
timing in the minds of those in the business community seems to 
center around possible dates in the spring, Mr. Fowler stated. A 
most important basic distinction must be made between decontrol 
actions affecting the distribution of individual materials and the 
abandonment of the Controlled Materials Plan. CMP is the basic 
instrument for establishing and administering programs for the 
achievement of mobilization objectives. The authority and procedural 
machinery needed to insure a balanced production of individual shapes 
and forms of steel, copper, and aluminum in terms of mobilization 
requirements is embodied in CMP. The present situation for steel, 
copper, and aluminum is such that all three materials are in tight supply 
even with existing controls. 

Mr. Fowler expressed the opinion that it would not be practicable 
or desirable to abandon the Controlled Materials Plan before July 1, 
1953. To do so precipitately early next year might interfere with the 
ability of the executive agencies to carry out important decisions that 
the Congress may wish to make during the next session concerning 
the size, scope, and character of our future defense effort. The 
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establishment or reestablishment of the complex control machinery 
of CMP requires from 6 to 12 months’ time depending on the length 
of the decontrol interruption. Decontrol, on the other hand, requires 
little time to be made effective once the basic decision is made. Con- 
sidering the damage that can be done to the mobilization program by 
injudicious decontrol actions based on forecasts of somewhat dubious 
reliability, it appears that CMP decontrol action should await an 
actual balancing of supply and demand as evidenced by the new and 
unfilled order position in the steel, copper, and aluminum industries. 
This balance has not yet been achieved. 

Stockpile goals have been met on about one-fourth of the critical 
materials on the stockpile list and objectives for a number of materials 
are being approached. 

Consumer prices have continued to set new records, with further 
increases in July and August to 1.1 percent above the May level. 
Some price changes have been made in ceiling prices in order to renew 
or maintain the supply of certain basic metals, such as steel, aluminum, 
and imported copper. <A form of pass-through of these costs, without 
absorption, but without pyramiding, was used. These increases were 
apart from the industry earnings standard. For other cost increases 
the standard continues to apply, and under it relief has been granted 
to some coal, iron-ore, and ferromanganese industries. The Office of 
Price Stabilization has continued its policy of suspension of controls 
when this can be safely done. Most of the very small manufacturing 
establishments have been exempted from all price control. Wage 
increases have been granted in a number of key industries, and small 
but persistent increases are taking place throughout nearly all sectors 
of the economy. The $21.2 billion in consumer credit outstanding on 
August 31, 1952, was an all-time high, and 7.1 percent above April. 
Real-estate credit has risen faster this year than in the last half of 
1951. f 

More than 1,500 communities of the 2,400 which could have taken 
affirmative action to continue rent control have done so. In 51 cities 
with more than 100,000 population, 36 chose continuance. Of 116 
cities with more than 50,000 population, 73 elected to continue the 
program. 

The present situation shows some renewal of inflationary pressure. 
In general, barring unforeseen events, it seems probable that current 
inflationary pressures will be limited to moderate effects. 


Starr CoNTRIBUTIONS TO THE WorRK OF THE COMMITTEE 


To the personnel of the staff falls the daily task of processing the 
heavy volume of correspondence relating to defense matters, con- 
ducting staff studies, and giving information on the telephone to 
Members of Congress, the agencies, and the public. Frequent con- 
ferences are held by members of the staff with officials of the various 
defense agencies, individuals, and business representatives who 
present problems to your committee. Others have requested assist- 
ance in securing certificates of necessity for tax amortization, equip- 
ment for public waterworks, essential housing developments, and 
public institutions. All of these requests have been reviewed by the 
staff members and followed through to a satisfactory conclusion with 
the proper agency. 
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It is necessary that the recommendations and suggestions contained 
in the hearings and reports of your committee be the subject of con- 
tinuous review in order to determine whether there has been a com- 
plete compliance therewith by the defense agencies concerned. It is 
the further responsibility of the staff to review periodic reports from 
all of the defense agencies and to maintain a day-to-day knowledge 
of the policies and functions of these agencies. 

Your committee has published and kept current a pamphlet entitled 
“Defense Mobilization Organization.” This pamphlet contains the 
chain of command of the various defense agencies, a brief outline of 
their functions, and telephone numbers. It is made available to 
— of Congress, the agencies, and in limited number to the 

ublic. 
a Acting for your committee and under the supervision of your 
chairman, the staff has succeeded in accomplishing the following, to 
name but a few typical examples: 


REGULATIONS PERTAINING TO WHOLESALE LUMBER DEALERS 


There are several thousand wholesale lumber dealers scattered over 
a wide area, mostly small firms, who in the aggregate distribute 75 
percent or more of the production of lumber in the Nation. A large 
majority of the lumber manufacturers, especially the small ones, 
depend upon the wholesalers to distribute their products to retail 
lumber yards, railroads, industrial trade, and also to the armed 
services and other Government agencies. 

The Office of Price Stabilization published the General Ceiling Price 
Regulation effective January 26, 1951, known in business and industry 
as the GCPR. This regulation required the freezing of practically all 
pricés of various commodities at the highest prices charged by any and 
all sellers for each commodity during the period from December 19, 
1950, to January 25,1951. In application, this meant that the highest 
prices charged for an item of any commodity actually delivered during 
the said base period became the seller’s ceiling prices for all subsequent 
sales of the commodity he dealt in. Although this regulation served a 
good purpose in applying a brake to inflation, it is not difficult to 
comprehend that, due to the wide variation in the practices and 
methods of various segments of industry and trade, it was almost 
impossible to fashion one regulation that could be workably applied 
to all. 

Difficulties in selling under the provisions of the GCPR were im- 
mediately recognized by wholesale distributors of lumber. These 
distributors determine their selling prices differently from almost any 
wholesale branch of trade. Except in rare instances, wholesale 
lumber dealers do not maintain inventories or warehouses and their 
sales are shipped directly from the manufacturer to their customers. 
Unlike wholesale dealers in other commodities, lumber wholesalers 
first make sales and subsequently purchase from manufacturers the 
lumber sold on each particular order. Naturally the Defense Pro- 
duction Act of 1950 contemplated that the prices paid the manu- 
facturer would be such as to permit a reasonable margin of profit to 
the wholesaler in his sales of lumber. 

The prices applying to sales by wholesalers delivered during the 
GCPR base period varied, depending almost entirely upon the prices 
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charged by the individual mill, which were in no wise uniform. There- 
fore, numerous deliveries made during the said base period were at 
extremely low prices that existed prior to the advance experienced 
during the fall of 1950, which orders had not been delivered before 
December 19, the first day of the GCPR base period. In many 
cases these low-priced sales were the only deliveries of particular 
items and determined wholesaler’s ceiling prices commaensite below 
the legal prices of manufacturers. Thus, many wholesalers were 
unable to continue to function legally because in many instances 
their legal selling prices were lower than the permitted selling prices of 
their suppliers. 

A large number of these wholesalers through their trade association 
notified OPS as early as February 5, 1951, of the impossibility of 
continuing their business under the GCPR. Officials in the Forest 
Products Division of the OPS told trade representatives in February 
1951 that consideration was being given to issuing an amendment to 
the GCPR authorizing wholesalers to add their normal mark-ups to 
cost of acquisition in determining their ceiling sales prices. Lumber 
wholesalers were told by their trade association that a relieving amend- 
ment might be expected to be published at almost any time. 

Very soon thereafter a regulation containing the desired amendment 
was drawn, but about that time there were some changes made in 
personnel in the Lumber Division, and the issuance of the regulation 
was further delayed. It was not until January 22, 1952, that a lumber 
distributors’ regulation that in principle was what had been agreed 
upon within the OPS as far back as in March 1951 was issued. This 
regulation has been in effect for about 8 months and, although it may 
need further clarification, it takes care of wholesale distribution of 
lumber in a generally satisfactory manner. Therefore, although 
OPS was notified in February of 1951 that the GCPR was whol y 
inapplicable to the wholesale lumber dealers’ industry, it was not until 
May 28, 1951, that partial relief was granted through Supplemental 
Regulation 29 to GCPR, and not until January 1952 that complete 
relief was had through Supplemental Regulation 87 to GCPR. 

Your committee authorized a staff hearing on this matter. OPS 
representatives and affected wholesale lumber dealers were invited 
to a hearing on May 8, 1952. The above-recited facts were developed 
at this hearing. ‘ 

The long delay in issuing an amendment to GCPR with reference 
to wholesale lumber dealers was wholly unjustified. OPS representa- 
tives at the hearing spoke of staff difficulties, presumably of shortages 
of personnel, and attributed part of the trouble to the fact that the 
experts on lumber in OPS had to consult with lawyers and economists. 
Certainly in this case, the experts on lumber in OPS soon diagnosed 
the maladjustments and recommended a remedy. Whether the de- 
lay was due to the fault of these lumber experts or of other persons 
in OPS is immaterial. The fact is that the delay was inexcusable 
and led to many technical violations of an inequitable regulation as 
it was applied to the wholesale lumber industry. 

Many wholesale lumber dealers took for granted that section 402 (g) 
of the Defense Production Act governed their situation, as it spe- 
cifically provides: 

The powers granted in this title shall not be used or made to operate to compel 


changes in the business practices, cost practices or methods, or means or aids to- 
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distribution, established in any industry, except where such action is affirmatively 
found by the President to be necessary to prevent circumvention or evasion of 
any regulation, order, or requirement under this title. 


When they were told by their trade association representative, 
shortly after issuance of the GCPR, that OPS was familiar with the 
inapplicability of the regulation and that relief would be granted 
momentarily, dealers took for granted that it could not be the intent 
of the OPS to insist upon a literal adherence to the regulation that 
would put dealers out of business contrary to the plain letter of the 
Defense Production Act. It was not abnormal for them to consult 
with their trade association representatives and with other dealers in 
their industry to determine how the GCPR was being interpreted, 
especially in view of the known reluctance of the OPS to hand out 
advisory opinions on hypothetical cases. 

The predicament of the typical wholesale lumber dealer was well 
brought out in the hearings held on May 8, 1952, in the following 
colloquy between your committee counsel and George C. Wathen, 
Chief, Distribution Section, Lumber Products Branch, OPS: 


Mr. L’Hevurevux. Supposing you had been in the wholesale lumber business 
during GCPR and you had been one of those that you mentioned among thease 
who could not comply, what do you think you would have done as an indystry 
man? 

Mr. WatHeEN. Well, I would have been sunk, I guess. I do not kngw just 
exactly what I could have done. I would have taken the first train to Washing- 
ton, I suppose, if I was not too far away, and tried to fiddle my way around a 
little bit to get something done, to have a regulation written which would have 
conformed to the spirit of the regulation that was issued. 

Mr. L’Hevurevux. In the meantime you would have done no business because 
it was impossible for you to comply? 

Mr. WaTHEN. I would either have had to go out of business—we are assuming 
that I cannot comply at all? 

Mr. L’Heurevux. Yes. 

Mr. WatuHEN. Or have violated. I would have no choice; one or the other. 
And depending upon the extent of my bank balance and the hunger of myself and 
family, you can figure out what I would do. 

Mr. L’Hevrevx. I was just trying to get an example of what a lumberman, 
placed in that predicament, was likely to do. 

You gave one very good alternative—getting in touch with Washington. 
Supposing it were a small lumber dealer, however, and they cannot have a repre- 
sentative in Washington, and going to Washington they would not know where 
to begin and all, is it not more likely they would speak with other lumber dealers 
and find out how they interpreted the regulations? 


Mr. Wathen after a further discussion conceded that it might be 
likely that most of them would choose this alternative, 

Your committee brought this matter to the attention of the Senate 
and House Banking and Currency Committees. The House Banking 
and Currency Committee wrote language in its report on the Defense 
Production Act Amendments of 1952, which language was adopted 
by the conferees from the Senate and House and later approved as 
part of the conference report by both the Senate and House. This 
language which is the clear congressional intent reads as follows: 

The committee of conference has received several complajnts concerning the 
General Ceiling Price Regulation affecting lumber Giepributore in southern areas 
with respect to which the committee believes relief must be afforded. The 
General Ceiling Price Regulation was issued jn January 1951 shortly after the 
general price freeze. The provisions of the regulation as it affected such dis- 
tributors was ambiguous in many respects, and attempts were immediately made 
to bring this to the attention of the agency. However, a period of a year elapsed 
before a new regulation was issued correcting and clarifying the matters com- 
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plained of. During this period it is the understanding of the committee there 
were some technical violations of the General Ceiling Price Regulation of a non- 
willful character. Such technical violations would not be violations of the order 
now in effect and but for the long period of time it took to issue the current 
order would probably never have occurred. It is not the intention of the com- 
mittee to condone willful violations of any price regulation or order in this instance 
or any other. But in view of the circumstances of these cases it is the opinion of 
the committee that there should be no prosecution of technical violations, which 
were nonwillful and which would not constitute any violation of the order cur- 


rently in effect. 

Since the adoption of this language, OPS representatives have in- 
formed this committee that questionnaires are being sent to all lumber 
distributors who have actions pending against them in the courts, in 
the Justice Department, or in OPS for a violation of the GCPR in an 
effort to determine whether these violations were merely technical 
and not of a deliberate and willful nature. 

It would seem to your committee that this should have been done 
by OPS in the initial stages of these enforcement cases without a 
congressional directive. Your committee will never sanction the 
prosecution of mere technical and nonwillful violations which have 
been prompted or caused by inept regulations whether they pertain 
to lumber distributors, manufacturers, or any other type of business. 
It will follow the activities of OPS to insure complete fulfillment of 
the congressional mandate in this matter. 


SMALL-BUSINESS MERCHANT EXPORTERS 


On July 24, 1951, your committee staff held a conference with the 
National Association of Steel Exporters, the Office of International 
Trade, the National Production Authority, and the Defense Produc- 
tion Administration to iron out the problems of merchant exporters 
who are largely of the small business category. The purpose was to 
ensure that these small-business men would fare equitably under 
various governmental regulations. On September 14, 1951, a staff 
hearing or round-table discussion was held on the exportation of 
secondary tin plate. Members of the industry and of the various 
Government agencies involved in pertinent regulations were present. 
Much information was gathered which was of -benefit to the agencies 
and to the industry. ‘Representativ es of the various agencies in- 
formed your committee that the hearing was helpful to them in the 
drafting of regulations. Industry representatives advised your com- 
mittee that they had gained a greater understanding of the intricacies 
of the regulations and they felt that they had succeeded in pointing 
out to the agencies the unnecessary hardship in certain governmental 
policies and procedures. 

Early this year, merchant exporters reported that there were ample 
supplies of secondary tin plate. In the first quarter 75,000 tons were 
authorized for export. In the second quarter, only 62,500 tons were 
initially authorized. At this point, on April 21, 1952, your committee 
authorized another staff hearing to determine whether this decision was 
warranted in the face of repeated assurances on the part of industry 
that large stocks of secondary tin plate existed and that they were 
unable to sell this metal domestically. 

At the hearing, it was developed that the agencies had made no 
survey of the existing stocks in the hands of merchant exporters. 
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These latter agreed to survey their own industry at their own expense 
and to report their findings to the agencies. Upon the strength of the 
representations of the industry at this hearing, a modest increase was 
immediately made in the general allocations for exports. Within a 
few weeks, the survey was completed, the agencies were convinced 
that warehouses were bulging with sec ondary. tin plate, and 125,000 
tons (instead of the initial 62,500) were authorized for export. 

As a result of this hearing, small-business merchant exporters were 
freed of many onerous restrictions and were allowed to ship certain 
metals which were in excess supply in this country. This development 
not only gave a needed stimulating shot in the arm to this segment of 
small business in this country, but “also made available for the c anning 
of food metal that was urgently needed abroad to prevent the spoilage 
of crops. 


GRIEVANCES OF AUTOMOBILE DEALERS 


Ceiling Price Regulation 83, issued October 15, 1951, established 
ceilings on the basis of special orders issued under the regulation setting 
‘“‘hasic’”’ retail prices for various makes of automobiles. These basic 
prices included the dealer’s mark-up over wholesale factory cost. In 
addition, the dealer was allowed to make certain other charges, includ- 
ing one for preparing and conditioning the car for delivery. This 
conditioning charge was based on a dealer’s prevailing rate for this 
service during the period January 26 to February 24, 1951. How- 
ever, under CPR 83, this amount could not exceed 5 percent of the 
basic price of the automobile. 

A number of dealers in Texas and in a few other States complained 
to your committee stating that the 5-percent ceiling on conditioning 
a new auto for customer delivery ran counter to historical practice in 
Texas and violated the Herlong amendment to the Defense Production 
Act. These dealers further charged that in establishing ‘basic’ 
prices under CPR 83, OPS placed heavy reliance on manufacturers’ 
list prices. They proved that these dealers in’ Texas and in a few 
other States historically did not follow manufacturers’ suggestions in 
arriving at their retail prices because such suggested price lists violated 
State antitrust statutes. 

At the request of the staff of your committee, a panel of three top 
OPS officials was appointed to hear these grievances and to make 
recommendations to the Director of the OPS based upon their findings 
in the matter. As a result, the regulations were amended and these 
dealers were able to continue their traditional business customs. 

This is but one example of numerous grievances which are rectified 
daily through close cooperation between your committee and the 
defense agencies. 


SOYBEAN PROCESSORS 


The processors of soybeans have been faced with the problem of a 
severe drop in the market price of soybean oil, one of the two ingred- 
ients derived from the processing of soybeans. ‘The other ingredient 
is soybean meal. After the drop in the price of soybean oil the Office 
of Price Stabilization made an adjustment in the price of soybean meal. 
Even after the ceiling price was raised complaints were received that 
soybean processors were being forced to operate at a loss or being 
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forced out of business. There was then a growing practice to add 
other ingredients in small quantities to soybean meal and to establish 
a ceiling for the mix substantially higher than the ceilin price of the 
major ingredient. The OPS stated that this was done a. using pro- 
visions in existing ceiling price regulations under which conventional 
formula feeds are priced. 

The Office of Price Stabilization then announced that amendments 
would limit the ceiling price of oilseed feed mixes to that of the ingred- 
ients plus $1 per ton mixing allowance. The question arose as to 
whether this ruling would apply to contracts which had already been 
entered into for the forward delivery of oilseed feed mixes. Officials 
of the Office of Price Stabilization were contacted by the staff of your 
committee and it was suggested that if these contracts for the forward 
delivery of feed mixes were entered into in compliance with the exist- 
ing laws and regulations as of the date of the contracts the later regula- 
tion should not cut across these existing contracts, as had been reported 
was being considered. 

The Office of Price Stabilization complied with the suggestion of 
your committee in issuing the new regulation. The ceiling prices on 
the oilseed mixes will apply to all deliveries after November 30 under 
contracts entered into through August 1952. They will apply to all 
deliveries after October 31 under contracts concluded between Septem- 
ber 1 and the date when the new ceiling prices on soybean mixes is 
aaamaae 


PRESENT Status oF DEFENSE PRopucTION PROGRAM 


Your committee has during the past year been continuously con- 
cerned with all phases of the defense production program, with particu- 
lar emphasis as to supplies of critical materials, machine tools, alloca- 
tions and priorities, adequate facilities for generating electric power to 
support the production of military equipment and the atomic energy 
program, and the protection of our economy through price controls 
and the wage stabilization program. 

The present status of these programs determines to a great. extent. 
the progress we have achieved to date in meeting the goals of the 
mobilization program. The Congress has appropriated $129 billion 
for military procurement and construction since Korea. Of this 
amount $41 billion worth has been delivered or constructed, $60 
billion more is on order, and contracts covering $28 billion are to be 
awarded. The $60 billion referred to as being on order is being 
delivered at the rate of $2.7 billion per month at present. The rate 
of delivery is gradually being increased and is expected to reach 
$3.6 billion per month by mid-1953. 

Approximately 16 percent of the projects covered by tax amortiza- 
tion have been completed and are in operation, and it is estimated 
that 48 percent will be completed by the end of this year. Private 
investment proposed under certificates of necessity granted since 
Korea totals $23.4 billion. Of this amount only $13.7 billion will be 
written off at the accelerated rate. 

Ammunition production cannot, for the most part, make up losses 
resulting from the steel strike during the year 1952. For the July- 
September period total deliveries in all military procurement and 
construction programs did not decline from the previous period and 
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are estimated to be slightly over the $7.7 billion total of the April-June 
quarter. 

Steel production for this year will be approximately 95 million tons 
due to the impact of the steel strike, which would have otherwise 
been around 112 or 113 million tons. 

Imports of copper in July totaled 55,000 short tons as compared to 
a monthly average of 43, 000 short tons in the first quarter. The 
copper picture is considerably brighter than at any time since Kore a, 
but we have not yet been able to pay back appreciable quantities to 
the stockpile. 

Losses in aluminum production in the Pacific Northwest and 
Tennessee Valley have threatened the realization of some rather sub- 
stantial increases in aluminum supply. This has been due to the 
cutting off of interruptible power because of low water conditions 
and delays in bringing in new pot lines. The result of these losses 
will be to delay the scheduled deliveries of aluminum to the stockpile. 
Our original expansion program called for a doubling of aluminum 
capacity from 750,000 tons per year to 1,500,000 tons per year, which 
would amount to a quarterly average of 375 ,000 tons. In the third 
quarter of 1952 aluminum produce tion was 248,400 tons, and is sched- 
uled to increase at an average rate of 22,400 tons per quarter through 
1953. 

Requirements for aluminum are so large and will accelerate 
sharply that it has been determied by DPA and the Munitions 
Board after exhaustive study that it is vital to our national security 
to move promptly to secure additional capacity. Originally, DPA 
proposed to obtain this additional aluminum through a purchase 
agreement with Alcan. After hearings and continuous consultation 
between your committee and DPA (see p. 18), a domestic aluminum 
expansion of 200,000 short tons per year has been announced. The 
Defense Production Administration is now negotiating with new 
independent producers for this capacity. 

High heat ferro-alloys are materials of critical importance to the 
production of key military items such as jet engines. The present 
view is that this is perhaps the most difficult of the remaining ma- 
terial problems and the one which will take longest to overcome. A 
program has been initiated to increase the capacity of ferro-alloys to 
achieve stockpile goals at the earliest possible time. The Defense 
Mobilizer has given the Defense Materials Procurement Agency firm 
authority to enter into the necessary contracts to reach these goals. 

The stockpile program includes a total of 75 materials. Stockpile 
goals have been reached on 20 of the total. On 26 materials, satis- 
factory contracts have been negotiated and deliveries are proceeding 
on a satisfactory basis. These goals should be reached within the 
time scheduled for completion. There are five other materials in 
critical supply for which satisfactory substitutes have been developed. 
This leaves 24 materials, or approximately one-third of the total, 
which still present difficult problems. Various methods are being 
used to reach stoc kpile goals on these 24 items. A continuous se arch 
is being made for satisfactory substitutes, conservation is being 
emphasized in military and other uses of these materials, expansion 
of supply is being secured, and alert and thorough contracting 
methods are being used. In terms of dollar value we are past the 
half-way mark in our stockpile program. 
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During the fiscal year 1952 the average backlog of machine-tool 
orders was reduced by one-third, from 21 to 13 “months. During 
this period, shipments of machine tools doubled, employment in the 
industry increased by approximately 10 percent, and all major bottle- 
necks have now been broken. The shift from reciprocating engines 
to jet engines in airplanes required almost a complete change in the 
type of machine tool needed by the builder of airplane engines, which 
tends to emphasize the fact that many machine tools are highly 
specialized and subject to changes in design. In spite of the above 
progress, there will always be proble ms connected with machine tools. 
There are still individual builders who cannot meet the demand for 
many, many months, particularly in the long-lead-time tools. Fur- 
thermore, with production now running at a higher rate than incoming 
orders, there is a tendency to reduce the rate of production with ithe 
attendant result of slower deliveries. Long-range planning is‘ re- 
quired to determine at what level of production. it is necessary to 
maintain the machine-tool industry on a sound basis. 

Your committee has recognized that industrial production must be 
backed by an adequate and unfailing supply of electric power. Failure 
to provide the necessary electrical energy needed for the operation of 
the increased productive capacity would seriously weaken the coun- 
try’s position at a time when increased industrial strength is most vital. 
During the first part of 1952 your committee urged that action be 
taken to bring increased electric power into being on time, and made 
specific rec ommendations to the appropriate agencies. As a result 
of these recommendations a three man coordinating committee was 
established to coordinate the activities of the agencies to insure that 
this expansion program is completed on schedule, and definite expan- 
sion goals were established for each year from 1952 through 1955. 
In 1951 electric power was being generated at the annual rate of 
75 million kilowatts. Present expansion goals call for an increase of 
7 million kilowatts capacity for 1952, and for an increase of 34 million 
kilow atts from 1953 through 1955. ‘The slippage of 2 million kilowatts 
in 1952 from the goal established i in March 1952 is largely attributable 
to the delay in deliveries of heavy power equipment resulting from 
the inability of equipment manufacturers to obtain adequate amounts 
of materials during 1951. 

The National Production Authority liaison is located in the office 
of your committee, and has continued to be of great assistance to 
your committee and the Members of Congress generally. The fullest 
cooperation has existed between your committee and the Office of 
Defense Mobilization and the defense agencies operating under ODM. 
A constructive two-way liaison policy was followed that kept the 
committee and staff continuously advised of defense operations and 
the defense agencies aware of congressional intent in carrying out the 
provisions of the Defense Production Act. 

Section 119 (b) of the Defense Production Act Amendments of 1952 
provides as follows: 


It shall be the function of the committee to make a continuous study of the 
programs and of the fairness to consumers of the prices authorized by this Act and 
to review the progress achieved in the execution and administration thereof. 

Continuous price studies are being conducted by the staff of your 
committee in accordance with the provisions of section 119 (b), and 
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it is contemplated that a report covering the results of such studies 
will be issued later. 

Your committee has been deeply concerned since Korea over the 
steadily increasing costs of living. During the ensuing period numer- 
ous hearings have been held to determine the facts regarding the 
fairness of prices, mark-ups, and margins. In attempting to develop 
these facts your committee has been confronted with a wide variety 
of opinions and conflicting arguments from consumers and labor on 
the one hand and business in general on the other. 

The consumers feel strongly that prices are too high. Labor con- 
tends that margins in certain industries could be lessened without 
sacrificing reasonable profits, and that some of the increased costs . 
operations should be absorbed. Management, on the other hand, 1 
most forceful in its contention that profits have diminished to the pein 
where an insufficient return is being realized on their investments and 
that private financing—the all-important factor for a sound and strong 
economy—is becoming increasingly more difficult to obtain because of 
the low return to stockholders 

In the 12 months which have elapsed since the First Annual Report 
of the Joint Committee on Defense Production, the operation of our 
economy has been quite stable. This stability is revealed by a close 
study of commodity prices at the present time as compared to a year 
ago. The following tabulation of wholesale and retail prices and aver- 
age hourly earnings of all workers in manufacturing from June 1950 
to the present time shows the changes that have taken place. 

Consumer prices in the past 12 months increased approximately 2.4 
percent as compared to an increase of 2.2 percent in hourly wages. 
The increase in consumer prices since June 1950 up to the present time 
has been approximately 12.3 percent. During the same period aver- 
age hourly earnings have increased 13.5 percent. In terms of buying 
power for an hour of work, the real cost of living is about the same as 
pre-Korea, with both wages and consumer prices at about a 12 percent 
higher level. 

‘There has been a slight change in the buying power of disposable 
income or the income after taxes. In 1950 the disposable income was 
approximately 85 percent of the total national income as compared to 
about 80 percent in the second quarter of 1952. The tax increases 
since June 1950 have served to keep consumer buying power at a level 
quite comparable to the supply of consumer goods and services. 

In the case of commodity prices at wholesale there has been a slow 
and steady downtrend since March 1951. The price index at the 
present time is at a low point since that period. The drop in whole- 
sale prices has been quite general and with a few exceptions holds true 
for the different items of manufactured products. 

A rise or fall in wholesale prices is usually reflected with a lag of 6-12 
months at the consumer level. It would appear that present whole- 
sale prices will project into a stable price level for consumer goods 
quite comparable to current levels. 

Average hourly earnings in July show a slight drop due to the direct 
and indirect effect of the steel strike. They should advance fraction- 
ally with the resumption of a full operation of our economy. 

Farm production in 1952 continued at a high level. Ample supplies 
of most farm products will be available in sufficient quantity to meet 
current buying power at the consumer level. 
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_A comparison of corporate profits before taxes shows a slight reduc- 
tion from a level of $42.9 billion in 1951 to an annual rate of $41 billion 
in the second quarter of 1952. During this period total consumer ex- 
penditures increased from $208 billion in 1951 to an annual level of 
$214.9 billion in the second quarter of 1952. This slight decrease in 
corporate profit in ratio to a slight increase in total sales volume would 


indicate a slightly smaller operating margin in the second quarter as 
compared to 1951. 


Selected price indexes 























| j 
Percent 
| | | change 
June Septem- | January | Septem- | Septem- | September 
1950 ber 1950 | 1951 | ber 1951 | ber 1952 1951- 
| | | | September 
| 1952 
re ee = ' 
Spot commodity prices: ! 
General index SPIRE pe *S 266. 4 328. 2 | 383.9 | 325.7 | 290.2 | —11.0 
Foodstuffs... ....- oa 332.0 364. 2 | 595. 7 367.6 348.3 | —5.3 
Raw industrials | tata | 308.8 75.5 | 307.2] 269.7 ~12.3 
Weekly wholesale: 2 
All commodities. ......_- bade 157.3 169. 5 180. 1 77.6 174.4 —1.8 
Farm products ae = dice 165.9 | 180, 4 194.2 | 189. 2 184.9 | —2.3 
Foods... .... et ahaa 162. 1 177.2 182. 2 188.0 189.3 | +.6 
Other than farm and food: 
Fuel and lighting : aspen 132. 6 134.9 136. 4 138.8 136.7 —1.6 
Metals and metal products eS 171.9 176.7 187.7 189.1 194.4 2.7 
Building material ; . ae 202.1 | 219.7 226. 1 223.0 224.9 +.8 
Chemicals and allied products______| 114.5 | 128.7 144.5 140.8 132. 2 —6.2 
Consumers’ Price Index: 3 | | 
All items aN cisanubsnacted 1 ee cae 181.5} 186.6 191.1 | +2.4 
Foods 203. 1 210.0 | 221.9 227.3 235. 5 +3.6 
Apparel 184. 6 | 189, 8 | 198. 5 209.0} 201.1] —3.8 
+ eg thet paaeras 130.9; 131.8] 133.2] 139.5] 1423] 2.0 
Fuel—electricity.__- 139.1| 1412) 143.3 137.5 | 147.3 | 7.1 
House furnishings -----| 184.9] 1942] 207.4 211.1] 204.2] —3,3 
Miscellaneous ico Gaal | 154.6 157.8 | 162. 1 166.0 | 173. 2 | +4.2 
Average hourly earnings | | | 
All manufacturing . aaa $1. 453 $1.479 | $1.550| $1.613 $1. 649 | 4+2.2 
Durable goods. ._....--- eee TRE) AS A ees 41.5 
Nondurable goods. este AG 1.379 | 1.456} 1.480 | 1.545 | 443.7 


1 August 1939= 100. 

2 1925= 100. 

3 1935-39= 100; August 15, 1952, latest month available. 
# July 1952 latest month available. 


Future OvutTitook AND CoMMITTEE OBJECTIVES 


It is particularly appropriate that your committee should make at 
this time a general assessment of the defense mobilization program. 
In the 2 years that have passed since enactment of the Defense Pro- 
duction Act your committee has followed closely the national effort 
to ‘‘develop and maintain whatever military and economic strength is 
necessary * * * to oppose acts of aggression and promote 
peace.”” We have had the continuing responsibility of reviewing the 
progress achieved in the examination and administration of the act, 
by express direction of the Congress, and we availed ourselves of the 
opportunity to advise and assist the officials of the executive branch 
charged with the administration of the act. 

There is comfort without complacency in the progress which has 
been made in building up our military strength in these 2 years. 
Rates of production of military goods are today several times the 
corresponding rates of 1950. Total national capacity for the produc- 
tion of goods and services has been increased by more than $10 billion 
worth of plant and equipment in place. New and better weapons 
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have been developed and put into production. Our stockpile of criti- 
cal materials has been substantially increased. Substantial assistance 
has been given to friendly nations of the free world in their own build- 
up of military preparedness. All of this has been accomplished with- 
out undue strains and dislocations upon wages, prices, and production 
or distribution of materials for civilian use. 

What remains to be done, however, is quantitatively greater than 
what has already been done. It is to be hoped that what remains will 
be less difficult of achievement and will move at a faster pace. It is 
not, however, less important than what has gone before and will not 
be without difficulty. 

The Director of Defense Mobilization has reported that as of Sep- 
tember 1952 deliveries of military goods since the beginning of the 
program in June 1950 total more than $41 billion worth. That is 
something less than one-third of the total procurement for which 
funds have already been authorized. The Director also reports that 
the completion of projects for the expansion of capacity assisted by 
tax amortization will rise to 48 percent by the end of this year. Con- 
sidering the acceleration that may be expected as new production 
lines begin to roll, we are justified in thinking of the program as at 
about the halfway mark. 

As originally conceived the preparedness program involved four 
goals: 

(1) The production of military goods to equip our forces in Korea, 
an expanded military force at home and, in part, the military forces 
of the rest of the free world. 

(2) The provision of a military mobilization base including stock- 
piles of strategic materials and reserves of productive facilities and 
equipment. 

(3) The expansion of capacity for the production of basic materials 
and services, such as steel, aluminum, electric power, and transporta- 
tion. 

(4) The preservation of a sound and prosperous national economy 
as the foundation of the entire effort. 

Short of war in the near future we can confidently expect to achieve 
all four of these program objectives. We are not, however, “out of 
the woods” with respect to any of them, except, possibly, No. 4. 
The period of greatest strain and dislocation in the accomplishment 
of objectives 1, 2, and 3 would appear to lie behind us now. There 
is relatively little danger that the civilian economy will suffer greatly 
by reason of a rigorous pursuit of the balance of the program if 
reasonable care is used in the management of materials allocations 
and production priorities and in the control of inflation. 

In accomplishing the balance of the military production goals the 
mobilization agencies will need to support and assist military procure- 
ment by insuring that materials, tools, components, and facilities are 
available at the right time and in the right quantities. They will 
need to identify and relieve bottlenecks in production as they occur. 
They must recognize the need for even closer coordination between 
the civilian production agencies and the procurement machinery of 
the Department of Defense. 

If the availability of materials makes it possible, the responsible 
officials and agencies should review current production schedules with 
& view to increasing the acceleration curve in the rate of deliveries 











34 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


whenever there is reason to believe that earlier deliveries will mean 
a net increase in our strength. 

For a winning mixture we need to combine strategic considerations 
with industrial know-how. ‘The civilian agencies should play an 
important role in the development of military production schedules 
to assure maximum realization of military objectives within the limits 
of industrial feasibility and efficiency. 

As materials become more plentiful with the increasing success of 
the expansion program the mobilization agencies should continue to 
decontrol promptly and completely. So long as certain materials 
remain in short supply the military procurement program must con- 
tinue to be protected by allocations and priorities. At the same time, 
of course, the available balance of scarce materials must continue to 
be divided among competing demands in a manner reflecting the 
importance of these demands to the national defense, and the preser- 
vation of civilian economy and the fair and equitable treatment of 
less essential users. 

The steel strike and the supply situation in copper and aluminum, 
with the requirements for a new and intensive stockpiling program, 
will require the continuance of the Controlled Materials Plan well into 
1953. However, DPA and NPA and the related agencies must soon 
return to the task they had undertaken prior to the steel strike—the 
planning of procedures looking to the removal of allocation controls 
from the civilian economy which are a part of CMP in its current 
phase. A key and essential part of that task both in planning and 
operations to accomplish the desired objective is to reduce to a 
minimum the governmental interference with the economic system 
without at the same time destroying any necessary degree of priority 
and allocation support for the military production program. In 
addition to the CMP pertaining to steel, copper, and aluminum, the 
continuing use of priorities and allocations to support military and 
atomic energy activities may be required for a number of the ferro- 
alloys, certain chemicals, some supporting industrial materials and, 
of course, machine tools and certain types of production equipment 
that are importantly involved in military and atomic energy programs. 
Special measures may also have to be taken for specific defense- 
supporting projects such as, for example, certain electric power 
facilities, as weil as the prompt completion of expansion programs 
such as those for steel, chemicals, aluminum, petroleum, trans- 
portation, and a number of new facilities for processing parts and 
components for military programs. 

Before leaving the subject of the first mobilization goal—the 
production of military equipment—your committee wishes to reiterate 
its conviction that this portion of the program is an urgent one. 
There is no reason to let up for a moment in the effort to attain readi- 
ness for a sudden attack. The danger of Communist aggression has 
not lessened. Our past experience has taught us that sounds from 
behind the iron curtain intended to suggest that there is no danger 
of war cannot be so interpreted. In view of this it is comforting to 
know that materials and productive facilities may become available 
in such measure that the timetable of military readiness can be 
shortened. 

The second goal of the mobilization program, the creation of a 
mobilization base, is likely to present the most difficulty in the future. 
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The concept of a mobilization base, i. e., the productive capacity 
which the Nation would need in order to move quickly in a full-scale 
war production, is not novel. The Stockpiling Act of 1946 recognized 
one element of such a base by providing for the purchase and storage 
of materials needed for war and for which we would be dependent 
upon overseas supplies. Prior to that, the historical development of 
arsenals and navy yards for special productive uses related to key 
weapons and military equipment recognized that there are certain 
specialized productive and supply operations which must be provided 
in peacetime as a base for the national defense. 

The gratifying response of private industry, whose output or services 
are important to defense and to mobilization readiness, to the induce- 
ments for expansion provided by the Defense Production Act and the 
tax-amortization authority has done much to make America stronger. 
A great expansion program has been accomplished largely by means of 
the Government’s permission to private companies to accelerate the 
rate of depreciation of their new facilities together with the provision 
of priorities and allocation assistance to secure the necessary construc- 
tion equipment and materials. In addition to the expansion of indus- 
trial facilities there have been substantial accretions to the stockpile, 
even though we have fallen below the established goals for certain 
critical materials as has been mentioned previously in this report. 

These measures have not, however, provided a rounded mobiliza- 
tion base. From this vantage point, with the production program 
well under way, it is possible to identify many of the gaps in the pro- 
ductive machinery and in materials availabilities which will constitute 
artificial ceilings or bottlenecks upon a total effort unless they can be 
eliminated. Your committee has been informed by mobilization 
officials that there are needed facilities whose usefulness is substan- 
tially limited to war production which private industry has advised 
they will not undertake upon the strength of tax postponement or 
Government loans and loan guaranties. 

During World War II more than 2,000 production facilities were 
built by the Government through the agency of the Defense Plants 
Corporation. In the current preparedness effort it has been the 
policy of the Government as a whole to avoid Government construc- 
tion of plants and to rely upon private industry aided by Govern- 
ment loans and tax incentives. Your committee feels that this has 
been a wise policy and that it has worked well, in general. 

In the process, however, of rounding out the mobilization base it 
is the view of mobilization officials that we will be faced with prob- 
lems which would be unattractive to private industry. These 
officials point out that the production of some types of machine tools 
require many months which could not be spared after M-day. Yet 
the peacetime requirement for such tools would not justify their 
purchase by industry. Similarly, finishing capacity for certain 
shapes and forms of steel and aluminum required for full mobiliza- 
tion would not be fully occupied short of war, vet it cannot be created 
quickly after war begins. The Congress will look to mobilization 
agencies to present the case for any new authority that is needed 
during the next session. 

The third production goal—expanding basic capacity—is nearing 
substantial achievement. The increase in steel and aluminum 
capacity is well known. Equally important advances have been 
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made in a large number of chemicals and in other metals and in the - 


provision of transportation service and energy resources. While the 
Government’s role has been important, your committee feels that 
major credit must be given to the optimism and confidence of Ameri- 
can industry for the remarkable progress in this area. By widening 
the base of the entire industrial economy the Nation has achieved 
increased readiness not only for the advent of war but for the main- 
tenance of ever-increasing living standards for our people if war can 
be avoided. 

There is reason to hope that inflationary pressures will not substan- 
tially increase during the balance of the program, barring unexpected 
developments in the international situation. Nevertheless, the 
situatioa justifies optimism rather than complacency. The problem 
of economic stabilization while military production continues at the 
rate of 8 to 10 billions of dollars per quarter will justify the most 
careful consideration by the new Congress. 

Having seen the production machine get into high gear, it is the 
purpose of your committee to warn against any slac ‘kening of effort. 
It is perhaps correct to say “well started is half done,” but half done 
is not enough. The creation of strength to deter aggression is essen- 
tial to the survival of the free world and there must be no hesitation 
or loss of momentum in completing the job. 


CoMMITTEE PUBLICATIONS 


The complete list of your committee’s printed reports is as follows: 


Hoarding and Strategic Materials: Hearing before the-Joint Committee on De- 
fense Production, December 20, 1950. 

Regulation W—Automotive: Hearing on the effect of regulation W on automotive 
sales and financing, December 6, 7, 8, and 11, 1950. 

Progress Report No. 1: Discussion of Defense Production Act, Eric Johnston and 
Michael DiSalle, February 9, 1951. 

Progress Report No. 2: To hear Charles E. Wilson, Director of Defense Mobiliza- 
tion, February 8, 1951. 

Progress Report No. 3: Wage Stabilization Board and Defense Production Ad- 
ministration, See 13, 1951. 

*Progress Report No. 4: To hear Michael V. DiSalle, Director, Office of Price 
Stabilization, March 2, 1951. 

Progress Report No. 5: Secretary Charles F. Brannan and Michael V. DiSalle on 
cotton controls, March 8, 1951. 

Progress Report No. 6: Manly Fleischmann, Administrator, NPA, on tax amorti- 
zation program, March 19, 1951. 

*Progress Report No. 7: Charles E. Wilson, Director, Office of Defense Mobili- 
. zation on his April 1 report to the President; opinion on Government contracts 
* by Robert L’Heureux, April 4, 1951. 

Progress Report No. 8: William H. Harrison, Administrator, Defense Production 
Administration, tax amortization and certificates of necessity, April 12, 1951. 
*Progress Report No. 9: Witnesses on the meat production and supply situation, 

June 13, 15, 1951. 

Progress Report No. 10: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion; Manly Fleischmann, Administrator, Defense Production Administration; 
and Michael V. DiSalle, Director, Office of Price Stabilization, price regulations, 
allocations, and priorities, November 26 and 27, 1951. 

Progress Report No. 11 (8. Rept. No. 1061): Steel, copper, and aluminum alloca- 
tions survey, January 15, 1952. 

Progress Report No. 12: Gordon Dean, Chairman, and others from the Atomic 
Energy Commission, discussion of Savannah River project, November 27, 1951. 

Progress Report No. 13 (8S. Rept. No. 1107): Machine tools, January 23, 1952. 


*Supply exhausted; no longer available. 
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Progress Report No. 14 (S. Rept. No. 1310): World supply, United States produc- 
tion, consumption, imports and exports of steel, copper, and aluminum, and 
domestic requirements and allocations, March 17, 1952. 

Progress Report No. 15 (8. Rept. No. 1062): Electric power study, January 15, 
1952. 

*Progress Report No. 16: Charles E. Wilson, Director, Office of Defense Mobiliza- 
tion, and Manly Fleischmann, Administrator, Defense Production Adminis- 
tration, on second quarter 1952 allocations, January 9, 1952. 

*Progress Report No. 17: Charles Sawyer, Secretary of Commerce; Thomas H. 
MacDonald, Commissioner, Bureau of Public Roads; and Vice Adm. Edward 
Cochrane, Administrator, Maritime Commission, on second quarter 1952 allo- 
cations, January 15, 1952. 

Progress Report No. 18: Arthur S. Flemming, Assistant to the Director—Man- 
power, and Rodolfo A. Correa, General Counsel, Office of Defense Mobilization, 
on procurement in labor surplus areas, February 6, 1952. 

Progress Report No. 19: Various witnesses on the Canadian aluminum proposals, 
May 26 and June 2, 1952. 

Progress Report No. 20 (8. Rept. No. 1987): Aluminum program, June 30, 1952. 

Progress Report No. 21: Henry H. Fowler, Director, Office of Defense Mobiliza- 
tion, on current and future defense activities, October 1, 1952. 


Activities oF AGeNncigs Havinc Functions UNpER DEFENSE 
PropuctTion Act 


All Federal agencies having functions under the Defense Production 
Act were requested to submit reports of their activities for the year. 
These reports will be found in the appendix to this report. 





*Supply exhausted; no longer available. 
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OFFICE OF DEFENSE MOBILIZATION 


OFFICE OF DEFENSE MOBILIZATION, 
Washington, D. C., September 15, 1952 
Hon. BurNet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Deak SENATOR MAYBANK: In reply to your letter of August 22, 1952, request- 
ing a report on activities under the Defense Production Act, the following infor- 
mation is submitted: 

The Office of Defense Mobilization was established in the Executive Office of 
the President by Executive Order 10198 of December 16, 1950, issued pursuant 
to the Defense Production Act. 

Executive Order 10193 provides that the Director of Defense Mobilization 
“shall on behalf of the President direct, control, and coordinate all mobilization 
activities of the executive branch of the Government, including but not limited 
to production, procurement, manpower, stabilization, and transport activities.” 
The Director is authorized to perform his functions through such officers and 
such agencies as he shall determine, consonant with law. Section S02 of Execu- 
tive Order 10161 of September 9, 1950, as amended, which delegated certain 
functions of the President under the Defense Production Act, provides that all 
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functions delegated or assigned by or pursuant to it shall be performed by the 
respective officers and agencies concerned subject to the direction, control, and 
coordination of the Director of Defense Mobilization. 

Responsibility for joint certification with the Secretary of Defense of critical 
defense-housing areas for rent-control purposes was placed in the Office of Defense 
Mobilization by the Defense Production Act Amendments of 1951. In addition, 
pursuant to Executive Order 10296 of October 2, 1951, this Office was delegated 
the function of determining critical defense-housing areas for purposes of the 
Defense Housing and Community Facilities and Services Act of 1951. The De- 
fense Production Act Amendments of 1952 authorized the Director of Defense 
Mobilization to appoint a Defense Areas Advisory Committee to advise him in 
connection with the exercise of any function or authority vested in him by the 
Housing and Rent Act of 1947, as amended, the Defense Housing and Community 
Facilities and Services Act of 1951, as amended, or by delegation thereunder, 
with respect to determining any area to be a critieal defense-housing area. 

Under these authorities, the Office of Defense Mobilization conducts no pro- 
grams directly but is concerned with policy guidance to the operating agencies, 
and witha general review, control, and coordination of their activities. 

The Office of Defense Mobilization has no industry advisory committees. 

The staff of this Office on September 5, 1952, totaled 215 part-time and full- 
time persons, as follows: 


Full time: 
Classified 
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The various operating agencies which are conducting specific programs under 
the Defense Production Act, as amended, are reporting directly to you on their 
operations. As a general summary of the entire program of defense mobiliza- 
tion, with the exception of the third and fourth quarters, you may find useful 
the quarterly reports of this Office, copies of which are’attached. These reports 
cover defense-mobilization progress through June 30, 1952. The report for the 
third quarter will be available October 1, 1952. 

I trust that this information is satisfactory for your purposes in preparing 
your report to the Senate and the Honse of Representatives. If you desire other 
material that I can supply, please let me know. 

Sincerely yours, 
Henry H. Fow er, Director. 





DEFENSE PRODUCTION ADMINISTRATION 


DEFENSE PRODUCTION ADMINISTRATION, 


Washington, D. C., September 26, 1952. 
Hon. Burnet R. MAYBANK, 


Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 
DEAR SENATOR MAYBANK: In accordance with your request of August 22, 1952, 
I am sending you herewith a report covering the operations of the Defense Pro- 
duction Administration during the period from October 1951 to September 1952. 
You have already received through the Secretary of Commerce a similar report 
covering the operations of the National Production Authority. Since the work 
of the two agencies has been closely related, these reports complement each other. 
Sincerely yours, 
Henry H. Fowter, Administrator. 
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AUTHORITY AND RESPONSIBILITIES 


On January 3, 1951, the President established the Defense Production Adminis- 
tration (Executive Order 10200, 16 F. R. 61) and stipulated that it was to be 
headed by an Administrator who was to carry out his duties subject to the direc- 
tion, control and coordination of the Director of the Office of Defense Mobilization. 

The President delegated to the Administrator his responsibilities under titles I 
and II and section 708 of the Defense Production Act of 1950, as amended (Public 
Law 778, 81st Cong.; Public Law 96, 82d Cong.; Public Law 429, 82d Cong.) 
relating respectively to priorities and allocations, requisitioning, and voluntary 
agreements. 

At the same time and by the same instrument (i. e., Executive Order 10200), 
the Administrator was designated as the certifying authority under section 124A 
of the Internal Revenue Code (Revenue Act of 1950, Public Law 814, 81st Cong.) 
for the purpose of specifying those defense expansions the total or partial cost 
of which could be written off at an accelerated rate for tax purposes. 

In order to carry out the defense programs established by him, the Adminis- 
trator in turn delegated priorities and allocations authority to the Secretary of 
the Interior, the Secretary of Agriculture, a Commissioner of the Interstate 
Commerce Commission, and the Secretary of Commerce with respect to materials 
and facilities in accordance with their normal established jurisdiction (DPA 
Del. 1, May 24, 1951). Each of the foregoing, acting as a claimant agency, par- 
ticipates in the determinatior of over-all materials allocations through the 
central Requirements Committee. In addition, each of the delegates has been 
directed to make recommendations to the Administrator with respect to materials 
and facilities within his particular jurisdiction where action is required by the 
Administrator under sections 302, 303, and 708 (b) of the act and section 124A 
of the Internal Revenue Code (DPA Del. 1, as amended, November 3, 1951). 

Under Executive Order 10161 (15 F. R. 6105), as amended by Executive Order 
10281 (16 F. R. 8789), the Administrator was authorized to certify to the Recon- 
struction Finance Corporation as to the “essentiality” of loans under section 302 
of title III of the act. Likewise, the Administrator directs the functions under 
section 308 of the act in regard to purchases and commitments to purchase 
metals, minerals and other raw materials (except food) for Government use 
or resale; the encouragement of exploration, development and mining of critical 
and strategic minerals and metals; the making of subsidy payments; and the 
installation of facilities in Government-owned and private plants. 

The Defense Materials Procurement Administrator carries out such activities 
pursuant to programs certified by the Defense Production Administrator. 

By Executive Order 10296, the President delegated to the Administrator his 
authority to designate those areas to which certain public-housing assistance may 
be afforded under the Defense Housing and Community Facilities and Service Act 
of 1951 (Public Law 139, 82d Cong.) because of isolated defense installations. 

In addition to the foregoing functions directly delegated to the Administrator, 
he has been designated by the Director of the Office of Defense Mobilization 

(DMO 19, June 7, 1952) for the purpose and within the meaning of section 450 of 
the Internal Revenue Code to certify to the Secretary of the Treasury those 
strategic minerals essential to the defense effort and not normally produced in 
appreciable quantities in this country which should be afforded excess-profits 
tax exemption. 


EFFECTIVENESS OF PROGRAMS 


Major objectives of production program 


As stated in the sixth quarterly report to the President by the Director of 
Defense Mobilization, the general objectives which have been the keystone of the 
planning and programing operations of DPA since its inception are: 

1. Military production—a growing output of superior weapons, to equip our 
forces in Korea and our expanding forces at home, and to aid in equipping the 
military units of our allies. 

2. The military mobilization base—provision of the productive facilities, in- 
cluding machine tools and other production equipment, which will enable this 
Nation to swing rapidly into all-out military production if the need should 
arise. 

5. Basic economic expansion—building of the industrial, raw-material, and 
agricultural capacity that is needed for maintaining a large-scale military pro- 
duction program over an indefinite period, or that would be needed as part of 
the mobilization base for global war. 
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4. Consumer goods and services—within the limits set by the above objectives, 
allowance for a high level of production for current civilian needs, 
The sections below describe the progress toward the above goals. 


Achievement of military production 


The Defense Production Administration, in the use of its authority for pro- 
graming under the Controlled Materials Plan, its expediting and production 
coordination powers through various interagency committees and its develop- 
ment of expansion goals as implemented by means of aids such as accelerated 
tax amortization and borrowings under section 304, has made the achievement 
of military production its primary objective. The definite position taken by 
DPA in insuring that military demands will be met is stated in a general pro- 
gram order prescribing operating policies under CMP: 

“The screened requirements of the Department of Defense and the Atomic 
Energy Commission shall be met in full except where this would do substantial 
damage to the basic industrial requirements and essential civilian requirements.” 

The channeling of materials, components, and end-item production has re- 
sulted in shifting nearly 20 percent of our industrial output to the production 
of military goods. Since the beginning of the current mobilization to the end 
of September 1952, American industry will have produced approximately $41 
billion worth of either military goods or facilities. Industry is now working 
on an additional $59 billion worth of orders that have been placed, and there 
remains nearly $29 billion that is not yet on order from the total appropriation 
of $129 billion. During the 2 years since Korea, the growth of military produc- 
tion has been rapid. Deliveries of military hard goods, such as aircraft, ships, 
tunks, guns, and ammunition, have steadily accelerated during the past 12 
months, us is shown in the chart below. 


MILITARY PROCUREMENT 
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Deliveries of aircraft at the end of the second quarter of 1952 exceeded 800 
a month, or more than three times the rate of 2 years ago. During this period 
the nature of production has shifted. Thus, today, substantial quantities of 
600-mile-an-hour class F-S4G Thunderjets equipped for in-flight refueling are 
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being produced. Production of this jet fighter alone is exceeding our pre-Korea 
production rate for all fighters. One of the outstanding aircraft production 
accomplishments has been the transition from bench-made to quantity produc- 
tion techniques in helicopter manufacture. These versatile aircraft have proven 
valuable in many military missions, including troop and cargo transport, rescue, 
evacuation of wounded, submarine reconnaissance, observation, and artillery 
spotting. Increasing requirements for all varieties and sizes of helicopters 
have resulted in several new manufacturers being added to the aircraft industry. 

Total aireraft engine production has increased on the same scale as aircraft 
to approximately three times the pre-Korea rate. Jet engines comprise a stead- 
ily rising proportion of the total. Through intensive work, entirely new and 
vastly superior engines, using less critical material, are coming off the produc 
tion lines in increasing quantities. Their power is being increased constantly 
The first United States jet plane was powered by two engines, developing only 
1,300 pounds thrust each. The thrust of today’s jet engines is generally five 
times greater, and far more powerful engines are under development. 

When the Korean operation began, the Army had large stocks of some types 
of World War II ammunition. These stocks were drawn upon to meet Korean 
needs and only moderate orders were placed for new production. In December 
1950, additional funds for ammunition were authorized and new production was 
undertaken. The heavy fighting in the early summer of 1951 drew down our 
stocks and led to a substantial raising of production schedules. By September, 
production of the major critical types of ammunition was above the highest 
average rates of consumption experienced in Korea to date and output will 
continue to climb. 

Production of electronics is now running at seven times the low rate at the 
time of Korea, when less than 5 percent of the major military electronic items 
now in the program were in production. During the last 6 months, 52 major 
electronic items were first brought into volume production. 

The greatest developments have been in the field of radar. Of the 81 major 
items of radar equipment currently under contract, not one was being produced 
at the start of the Korean action. Radio has shown almost as much change 
as radar, with only three of the major items presently under contract having been 
produced prior to June 1950. <All of the sonar underwater detection devices 
are also new. 

More than 100 shipyards in the Nation are now at work on the naval rearma 
ment program, including craft for the Army and Air Force. During the past 
9 months, 19 combat vessels, including minesweepers, and many more auxiliary 
vessels have been launched. Six combat vessels and many more auxiliary ves- 
sels have been completed. Work has also progressed on the large conversion 
program to incorporate more modern methods of propulsion, newer weapons, and 
electronic devices in existing vessels. . 

Vive large, fast, and powerful destroyer-leaders, a new class of ships which 
will add greatly to antisubmarine strength, have been Inunched in recent months. 
All of these vessels, equipped with new electronic devices for hunter-killer mis 
sions, are expected to join the fleet by the end of 1952. 

The heart of the Navy’s program for converting Reserve Fleet vessels to under- 
tuke present-day missions is the conversion of carriers of the Esser class to 
enable them to handle the heavier and faster modern jet aircraft. Work has 
been completed on four of these carriers, eight more are under conversion, and 
work is to begin soon on two more. 

To achieve the build-up to nearly $8 billion of military deliveries a quarter, 
many production problems had to be solved, design difficulties ironed out, and 
production lines established with balanced flow of materials, parts, and com 
ponents for both short and long lead-time items. This has been accomplished 
as shown in the following section with a minimum of dislocation to the civilian 
economy. 


Impact on the national economy 

The declaration of policy in the Defense Production Act of 1950 (sec. 2), 
Stated that the President was granted powers to curtail and redirect normal 
civilian production and purchase so that the national economy might be main 
tained at maximum effectiveness with the least amount of hardship during the 
period of diversion and expansion of production facilities and supplies. A review 
of several of the more important indicators of the health of the national economy 
provides a basis for judging the success in maintaining a strong and balanced 
economy. 
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A program which must suddenly and quickly divert the productive facilities 
of the Nation from normal production channels to those dictated by the neces- 
sities of national security, might be expected to result in greater unemployment 
and a corresponding reduction in the economic conditions of the workers. Just 
the opposite happened; the unemployment record since Korea shows that shifts 
in production from normal products to those of military value were accomplished 
with an actual reduction in unemployment. 
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During the 12 months ending July 1952 unemployment averaged below 2 mil- 
lion persons in contrast to unemployment of nearly 4 million persons per month 
during the 6 months immediately prior to Korea. Not only was unemployment 
kept at a minimum but the incomes of consumers rose to all-time highs. The 
rise in personal income since Korea more than offset the increased tax burdens 
created by the large military budget and the higher prices generated during the 
first 9 months after Korea. In the period just prior to Korea, personal in- 
come after income taxes (disposable income) was at a rate of $200 billion per 
year. By the second quarter of 1952, approximately 2 years later, disposable 
income had risen to $231 billion per year. 
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While it is true that prices paid by consumers had advanced during the 2-year 
period, the increase in prices amounted to 11 percent as compared with the 16 
percent increase in disposable income. 
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A strong national economy depends not only upon the welfare of the indi- 
vidual but also upon the health of the business community. One of the best 
measures of the health of the business community is the number of the business 
failures each month. Prior to Korea the average monthly rate of failures was 
equal to 825 per month, involving a liability of something like $23 million per 
month. During the past 12 months, the number of failures dropped by an 
average of 20 percent, with a corresponding decrease in magnitude of the 
liabilities. In the area of manufacturing, which is the segment most subject 
to controls, the number of failures before Korea averaged about 190 per month 
while during the 12 months ending June 1952 the average was 136, or a 30 percent 
drop in the number of failures. 
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The great expansion in prodtiction of goods which took place during the last 
2 years made it possible to keep the dislocation of the economy to a minimum. 
Physical production as measured by Federal Reserve Board Index averaged 
189 before Korea and 215 during the 12 months ending July 1952. Thus, it was 
largely through the means of expanded output that military production equaling 
16 percent of current industrial production was accomplished. 

The civilian and defense-supporting economy was able to draw upon current 
production approximately the same amount received just prior to Korea. Short- 
ages were generated largely from increased demand, not reduced supplies. In 
the case of the durable goods production area where the demands for conversion 
to military output and defense-supporting expansion programs were at a maxi- 
mum, over-all production increased by 20 percent, enabling the conversion of 
25 percent to be made to the military, and thus leaving a maximum curtailment 
of 5 percent production for civilian uses. As will be pointed out later in greater 
detail, the small drop in civilian production did not mean that~°supplies to 
consumers were curtailed, as inventories had been built up during the months 
immediately after Korea and prior to any major conversion of our productive 
resources to military production. 

The statistical evidence is clear that the priority and allocation powers dele- 
gated by the President to this agency for the diversion of productive facilities 
and material supplies to the manufacture of military goods and defense-support- 
ing expansion have been used in such a way as to minimize the dislocation to 
the national economy. Unemployment has been reduced; business failures have 
been reduced; personal income has risen faster than both income taxes and 
prices. Military production was, therefore, largely achieved by means of increases 
in total production. 


Impact on small business 


It was the intent of Congress (sec. 701 of the Defense Production Act of 
1950, as amended) that “small business enterprise be encouraged to make the 
greatest possible contribution for the achieving of the objective of the act.” 
During a period of rapid diversion of supplies and productive facilities to 
military production serious damage might have been done to the competitive 
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position of small business unless safeguards were introduced. The procure- 
ment policy for small busingss developed by DPA during the first year of the 
life of the act had the effect of enabling small business to enjoy a more favorable 
economic position during the months subsequent to Korea than they did prior to 
the period of expanded military procurement. 

The effectiveness of the policies of this and other defense agencies may be 
best seen from the statistics on the relative health enjoyed by small companies 
in the metal-working areas. 

Value of shipments.—-In 1950 companies with less than 100 employees shipped 
approximately $1,470 million each quarter of metal products. By the first 
quarter of 1952 shipments from these small firms amounted to more than $2,000 


million, or a 40-percent increase. Companies with from 100 to 500 employees 
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also expanded their shipments in excess of 40 percent over June 1950. These 
large advances in sales are in contrast with a 19-percent increases in shipments 
of the largest firms since June 1950. 


SMALL BUSINESS 
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Rated orders: Conversion to military and defense supporting production 
among the metalworking industries has proceeded until approximately 50 per- 
cent of all shipments made in the first quarter of 1952 were against military 
and defense supporting rated orders. Companies with less than 100 employees 
reported that 57 percent of their shipments were against rated orders. The same 
percentage was reported by companies with from 100 to 500 employees. In con- 
trast, only 47 percent of the value of shipments of the companies with more 
than 500 employees were against rated orders. 











48 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Impact on availability of goods 


The diversion of more than 16 percent of our current production to direct 
military production would be expected to cause a considerable shortage of goods 
to consumers. However, the ability of the American industrial economy to 
expand quickly enabled this Nation to build up inventories of consumer goods 
before it was necessary to introduce material controls. 

The large retail saies of durable goods during the last half of 1950 and the 
first quarter of 1951 are an indication of the rapid expansion of inventories 
in the hands of the consumer. American industry was capable of not only 
pouring large quantities of goods into the hands of the consumer but enabled 
suppliers to increase their stocks. Inventories held by manufacturers, whole- 
salers, and retailers increased markedly over the pre-Korean period even 
after adjustments have been made for prices. Undoubtedly the availability 
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of these goods in suppliers’ hands did much to level off the prices—once the 
hoarding sprees had subsided. 

While military schedules call for higher production during the next year it 
is now clear that such increases can be made without seriously affecting the 
supplies of durable goods to civilian consumers because of the existence of well- 
filled commercial and manufacturing inventories and of the existence of new 
productive capacity. 

Impact on labor 


As a result of the materials cut-back and the conversion problems which de- 
veloped late in 1951, several areas developed relatively high degrees of unem- 
ployment. In order to assist these areas, the Defense Distressed Areas Task 
Force was created by the administration. This task force, consisting of repre- 
sentatives from nine Government agencies, in cooperation with local groups, 
emphasized the importance of placing more defense contracts and subcontracts, 
particularly those with a short lead time, in the distressed areas. 

A brief review of the problems in specific distressed areas and the action 
taken to meet them is included in the National Production Authority report to 
the Joint Committee on Defense Production. 

The unemployment situation in the construction industry became especially 
serious in certain areas in the latter part of 1951 and early 1952. One of the 
first areas to feel the impact of restrictions on construction was the metropolitan 
area of New York and northeastern New Jersey. The curtailment of commercial, 
residential, public, and recreational construction directly resulted in unemploy- 
ment because there was little or no military or industrial expansion in the 
area. To alleviate the situation, every application for construction received 
from this (as well as other similar areas) was approved except for recreational 
and amusement projects. 

Harly this year Detroit had 125,000 unemployed. Partially as a result of 
the task force’s efforts, it had, by May, moved into a less critical labor area 
designation, according to the Labor Department’s classification. As of this 
month the situation is reversed from that prevailing in January and there is 
now a reported shortage of manpower, particularly skilled labor. 

The task force was recently abolished and its functions are now being carried 
on by Regional Defense Mobilization Committees. 


EXPANSION OF PRODUCTION CAPACITY AND SUPPLY 


It was the intent of Congress that the United States develop the economic 
strength necessary to oppose acts of aggression and to promote peace. Con- 
gress also recognized that the expansion of production facilities beyond levels 
needed to meet civilian demand was required (sec. 2, declaration of- policy, 
Defense Production Act 1950). Furthermore, it was the intention of Congress 
that such expansion be carried out as far as practicable within the framework 
of the American system of competitive enterprise. 


NEW PLANT AND EQUIPMENT 


Billicn Dolttars - Annual Rate 
50 


PRE -KOREA 


20 


10 





Jan-Jun 195u 
Average 














50 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Congress gave the President powers and tools which enabled this agency, 
working in cooperation with other defense agencies, to assist and provide 
incentives for private enterprise to expand. However, expansion under these 
programs is not the only measure of the growing strength of our productive 
capacity. To measure the over-all progress toward expansion by private enter- 
prise, the expenditures for private plant and equipment during the period since 
Korea have been compared to the immediate pre-Korea level. The currrent 
rate of expenditures is almost 50 percent greater than the rate during the 
6 months preceding Korea. Even after adjusting for price increases in capital 
goods, the American economy is adding to or replacing its industrial and 
commercial plant at a rate 42 percent faster than it did during the 6 months 
January to June 1950, 


Planning of expansion programs 

In order to insure that Government-aided expansion programs were directed 
co the inereasing of industrial capacities and of supplies most vitally needed 
for the development of maximum national security, the Defense Production 
Administration together with delegate defense agencies of the Government devel- 
oped and is continuing to develop specific expansion goals. 

The goals are set on the basis of studies prepared in the various industry 
divisions of NPA and other associated defense agencies such as Defense Electric 
Power, Agriculture, etc. and on review by a special DPA expansion staff to 
see that they are realistic and integrated with each other. The goals in all cases 
have been set to cover all the partial mobilization requirements of the Depart- 
ment of Defense, Atomic Energy Commission, and the civilian needs for a strong 
and prosperous economy. In some cases wherever it is possible to determine that 
the full mobilization needs cannot be met through a cut-back of the rate of 
civilian consumption, the goals have been set higher than the partial mobilization 
needs. <A constant review is being conducted as to the adequacy of goals and as 
full mobilization requirements are more firmly developed some goals will have to 
be revised upward. 

To date 160 goals have been set, ranging from the expansion of facilities 
to increase the supplies of raw materials such as copper to the construction of 
new plants to manufacture end products such as storage batteries and steam 
turbines. 

One of the major problems in the setting of a goal for a particular product 
or industry results from the interrelationship of modern industrial technology. 
An example of this may be seen in the aluminum expansion program. 

In order to operate the new aluminum plants it has been necessary to sub- 
stantially expand mining faciilties for bauxite and capacity to produce alumina 
therefrom. The three major producers, therefore, have undertaken to expand 
the mining of bauxite in Surinam, in Jamaica, in the Dominican Republic, and 
in Arkansas by an estimated 3 million tons per year when facilities have been 
completed. These arrangements have involved substantial private expenditures 
for various mining and transportation facilities such as railroads, ships, and 
long distance overhead tramways. 

In order to provide the necessary quantities of alumina to service the system, 
two large new alumina plants are under construction in Texas and Arkansas. 
Substantial expansion of existing alumina facilities in Illinois, Louisiana, Ala- 
bama, and Arkansas has also been undertaken. The capacity of the alumina 
plants prior to the expansion program amounted to 1,745,750 tons of alumina per 
year. After the expansion has been completed this capacity will have expanded 
to 3,440,000 tons per annum. The latter figure will permit some small safety 
margin or surplus which may be used in any further expansion. 

The supplies of cryolite required as the electrolyte in the production of alumi- 
num proved to be inadequate to carry the larger load. Accordingly, DPA cer- 
tified five separate expansions in facilities for the production of synthetic and 
reclaimed cryolite, including one facility by a newcomer utilizing a byproduct 
of fertilizer production instead of fluorspar. 

The fabricating system for aluminum has been intensively studied during the 
past 12 months and expansion goals have been established or are being set up 
for that portion of the system where it appears that deficiencies may develop in 
the event of total war and where the lead time is sufficiently long so that any 
post M-day expansion might constitute a damaging bottleneck. The principal 
expansions under way or proposed in this area consist of the following: 

(a) Heavy forgings and extrusions.—This program is essentially an “arsenal” 
operation and involves the building of eight enormous forging presses and nine 
large extrusion presses, 
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(b) Sheet——An expansion goal is about to be set up in order that DPA may 
certify construction for private account of sheet mills capable of producing high 
strength alloy aircraft sheet. 

(c) Tapered sheet.—This is another “arsenal” program financed by the Air 
Force and the Navy for production of specially designed tapered aluminum 
sheeting for use in the super-modern military airplanes of the “swept back” 
wing type. 

(d) Rod and bar facilities —An expansion program for additional finishing 
capacity for rod and bar and for one new large blooming mill is about to be 
undertaken. 

(e) High frequency welding of aluminum tubing—This is a new process which 
it is hoped can be developed by private concerns in order to service the projected 
large requirements for aluminum tubing for rockets in the event of war. 

(f) Heavy castings.—While adequate facilities for small castings of the sand 
and permanent mold type exist, there is an obvious lack of such facilities for the 
larger aluminum castings required under total mobilization, and an expansion 
goal will be established for such facilities. 

(9) Hard alloy extrusions—There are a multitude of extrusion presses in 
the country capable of handling ordinary extrusions. However, there is a 
definite lack of presses capable of turning out shapes of the harder aluminum 
alloys required for military uses in case of total war, and an expansion goal will 
be established for extrusion presses with a capacity of 3,000 to 5,000 tons. 


Taz amortization program 


Authority for tax amortization is contained in section 124A of the Internal 
Revenue Act. Under Executive Order 10200 of January 3, 1951, the Adminis- 
trator of the Defense Production Administration was made the certifying author- 
ity for tax amortization certificates. 

Accelerated amortization has stimulated a tremendous expansion of privately 
owned industrial facilities needed to build the Nation’s armed strength. During 
early World War II it was necessary for the Federal Government to directly 
finance over $18 billion of expansion of key facilities. 

Thanks to the development of a sound production base in the present mobiliza- 
tion program a repetition of the frantic need for expansion of facilities will be 
reduced proportionately in the event of another war thus curtailed the need for 
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diversion of essential material and manpower resources at a critical time. Proj- 
ects now under way will assure ample plant and equipment in basic industries to 
meet any foreseeable military and civilian demands under partial mobilization 
and contribute substantially to the increased requirements of full mobilization. 

Private investment proposed under certificates of necessity granted since Korea 
totals over $23 billion. This represents the great bulk of planned industrial 
expansion. Henceforth emphasis will be placed on rounding out already estab- 
lished goals and the determination of specially needed facilities, the shortage of 
which might result in production bottlenecks of key weapons and military equip- 
ment which would threaten a rapid build-up of military production under full 
mobilization. 

In drafting the present Revenue Act fractional certification of defense facili- 
ties was incorporated as a specific provision of the code. Certificates of neces- 
sity are granted only in connection with facilities needed for the national defense 
and only for that portion of such facilities that is attributable to defense pur- 
poses. This provision has effectively limited the amounts of investment subject 
to rapid amortization. Of the 23.4 billion of proposed investment certified to 
date only $13.7 billion will be written off at the accelerated rate. 

Another aspect of the program should be emphasized—accelerated amortiza- 
tion is neither an elimination nor reduction but merely a deferment of tax 
liabilities. Aside from unpredictable effects of future changes in tax rates and 
earhnirngs of corporations receiving certificates, the only ultimate cost to the 
Government will be the interest cost on tax receipts postponed under the tax 
amortization program. On the basis of present rates at which the Federal Gov- 
ernment borrows money, the interest cost of the present expansion program to 
the Government would be approximately a tenth of the proposed investment. 
This cost will, of course, be materially offset by productivity gains and increased 
output attributable to enlarged industrial potential. 

Status of program as of September 3, 1952.—Since the beginning of the tax 
amortization program in October 1950, applications for rapid tax write-off 
totaling 22,257 and valued at $33 billion have been filed. Of the $33 billion total 
applications, approximately 8,000 applications valued at $8.9 billion were filed 
during the past year. Final action was taken on 14,500 cases over the year. 
Today the backlog of pending cases stands at about 2,200 valued at $3.3 billion 
compared to some 9,000 cases awaiting action a year ago. 
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A summary of actions taken from the beginning of the program through August 
31 and September 3, 1952, follows: 


Cumulative from November 1950 through 








Aug. 31, 1951 Sept. 3, 1952 
| Number Value Number Value 
jm on = ——ee aan — a= Eu | a — = - 
Certified aaa t eda i . ay 3, 347 $9, 400. 000 13, 593 $23, 300. 000 
Denied Seas ighdeal 1.733 | 1,300 090 5,977 5 000, 000 
Total action ip ianilbeaile ecebodeind al 5, 080 10, 700, 000 19, 570 28, 300, 000 


Cooperating with DPA in administering the tax-amortization program are 
the permanent departments of the Government, including the Department of 
Defense, either through their regular organizations or through emergency 
agencies established in or closely associated with the permanent departments. 
Applications for tax amortization are given a technical review by these agencies 
and recommendations for approval or denial are made to DPA. DPA deals 
directly with 11 delegate agencies and with 37 industry divisions of NPA. 

Facilities costing $1 million or more or those which when completed will 
produce 15 percent or more of the national total of the product should be 
located outside of densely populated areas and away from military targets in 
order to qualify for tax assistance. Local dispersion groups have been set up 
in 60 localities to assist, and projects are subject to review by the Defense 
Department for this clearance. Exceptions to this policy are being made only 
where speed in attaining desired production, substantially better use of materi- 
als and manpower, or similar considerations outweigh the dispersion factor. 

A large response to the tax-amortization program and a correspondingly small 
interest in Government loans to finance industrial expansion in the present emer- 
gency may be taken as measures of the effectiveness of these programs in 
encouraging private capital to undertake the expansion. Under the tax-amor- 
tization program, up to September 3, 1952, private funds interested in’ plant 
or equipment expansion, to the total amount of $33 billion, had been the subject 
of applications filed. 

The announced policy of using tax amortization as the first incentive to ex- 
pand production has resulted in withdrawal or denial of the major portion of 
loan applications and accounts for the certification for loans of only $183 
million of facilities as essential to defense. With few exceptions, the major 
goals have been filled either by unassisted expansions or expansions assisted 
only by tax amortization. Few loans have been granted and Government plant 
construction has not been necessary. 

Applicants denoted as small business are receiving priority treatment and are 
exempted from criteria in certain instances which result in denials of applica- 
tions classed otherwise. Additional percentage points are granted to small 
business. Recently, a specific share in each of the established and unfilled goals 
has been earmarked for small business. 


Progress of facilities expansion programs under certificates of necessity 

Summéry.—Fifty percent or $10.5 billion of the facilities expansion program 
assisted by certificates of necessity was in place on June 30, 1952. Fifty-seven 
percent will be in place as of September 30, according to the present plans of 
reporting concerns, 

Slightly over $1.7 billion was put in place during the second quarter of 1952. 
Progress was delayed by shortages of a wide variety of materials, machinery 
and equipment, in part attributed to the effects of the recent steel strike. Most 
of the shortages were in the production equipment and machinery sector, al- 
though some shortages of construction materials were also reported. 
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PROGRESS OF FACILITY EXPANSION 
UNDER CERTIFICATES OF NECESSITY 
ISSUED THRU JUNE 30, 1952 
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Progress toward completion of facilities covered by 11,052 certificates of necessity 
issued through June 30, 1952 (includes construction, machinery, and equip- 
ment ) 








Total Value in place 
Sept 30, 
of certif- (thousands | (thousands Percent Inne 30 Pereent 
icates | of dollars) | of dollars (thousands 
of dollars) 
Grand total 11,032 | 21, 225,675 | 10, 495, 840 50 | 12, 145, 210 57 
Natural-gas transmission and _ distri- 
bution 4 ae . | 26 219, 189 | 09 221, 260 100 
Pharmaceutical preparations 28 | 55, 857 | R89 59, 230 O4 
Railroad, line-haul operating 751 | 1, 938, 649 | 77 2.101, 995 R3 
Hydraulic cement. -- 25 | 78, 571 | 74 85) 254 an 
Compressed and liquefied gases 65 75, 103 68 84, 713 77 
Aircraft | 126 | 146, 015 72 156, 433 77 
Aircraft parts and auxiliary equipment 521 | 117, 980 67 130, 070 74 
Natural gasoline ‘ 108 | 25 | 122, 795 59 146, 603 71 
Great Lakes transportation 63 | 158, 675 94, 525 60 108, 762 69 
Electrical machinery | 644 | 356, 250 202, 482 57 5 68 
Aircraft engines and parts | 310 | 495, 838 | 263, 977 43 6€ 
Steel works and rolling mills 359 | 2, 308, 413 1, 325, 505 57 1, 65 
Machinery, except electrical 1, 674 | 635, 128 354, 320 | 56 65 
Electrometallurgical products 33 | 294, 604 111, 617 £5 65 
Alkalies and chlorine 55 | 293, O89 155, 562 53 | 64 
Primary refining, aluminum 38 700, 100 314, 398 45 55 
Pulp mills 42 314, 745 149, 668 | 18 55 
Byproduct coke ovens ; | 35 | 198, 344 | 93, 505 47 54 
Petroleum pipelines 72 571, 241 244, 080 43 53 
Electric light and power. . - | 450 | 3,077,799 1, 208, 997 | 39 1, 48 
Industrial organic chemicals 156 608, 972 7, 068 42 18 
Synthetic fibers 17 172, 065 59,113 34 | 45 
Welded and heavy-riveted pipe 32 | 204, 455 | 38, 238 33 44 
Paper and board mills 58 364, 314 x0, 178 36 42 
Petroleum refining_. . 208 1, 276, 967 79 33 | 41 
Plastics materials 79 198, 830 032 27 35 
Industrial inorganic chemicals 235 S15, 679 76 25 32 
Blast furnaces y ; 87 699, 208 706 21 26 
Iron ores 7 108 794, 904 13, GOS 1y : 23 
Copper ores : s 124, 620 13, 913 | 11 20, 849 17 
All other 4,529 | 3,020, 476 1,714, 944 57 1, 960, 772 65 


Completion schedules.—F acilities expansion covered by certificates of necessity 
issued through June 30, 1952, is expected to reach virtual completion by the end 
of 1954, according to schedules of reporting companies. The great bulk, 94 
percent, is scheduled to be completed and in operation by mid-1954, 86 percent 
by the end of 1953, and 48 percent by the end of 1952. Facilities due to reach 
completion after 1954 are mainly long-range ore-development projects. 

Expansion programs scheduled to be completed by mid—1954 include facilities 
for alkalies and chlorine, pharmaceutical preparations, compressed and liquefied 
gases, hydraulic cement, steel works and rolling mills, aluminum refining, elec- 
trical machinery, railroad line equipment, petroleum pipelines, natural-gas trans- 
mission and distribution, and natural gasoline. Expansion programs presently 
planned to be over 95 percent completed by the middle of 1954 include those for 
pulp mills, synthetic fibers, industrial inorganic chemicals, petroleum refining, 
byproduct coke ovens, blast furnaces, welded and heavy riveted pipe, nonelectrical 
machinery, aircraft and aircraft engines and parts, and Great Lakes 
portation. 

Breakdown by construction and equipment.—The larger portion of the cost of 
the expansion program is in the machinery and equipment area, which accounts 
for 66.5 percent of the total. Construction costs amount to 28.6 percent, and land 
plus overhead costs account for the balance of 4.9 percent. 


trans- 
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The following table summarizes the breakdown : 


| om 
| Thousands 


Ie 
of dollars Percent 
Total cost oe hg eOdhawoukaaaetn ----| 21, 225, 675 | 100. 0 
Construction ee" ; 6, 060, 615 | 28. 6 
Machinery and equipment Se alata ea gee ar aie ; 14, 117, 590 | 66. 5 
Land ! Or aeebtata rahe 324, 591 1.5 
Overhead ! satan teiieseiiiers is 713, 879 | 3.4 


1 It is possible that these costs are actually slightly higher because of their possible partial inclusion in 
the construction or equipment figures. 


Borrowing authority under section 304 (b) of the Defense Production Act, as 
amended 


Section 304 (b) of the Defense Production Act, as amended, gave the President 
authority to authorize borrowings from the Treasury, not to exceed $2.1 bil- 
lion, for the purpose of implementing sections 302 and 303 of the act. Section 
302 permits direct loans for the purpose of expediting production or services es- 
sential to defense, and section 803 permits commitments to purchase metals, 
minerals, and certain other raw materials for Government use or resale, proj- 
ects designed to encourage exploration, development, and mining of strategic 
and critical metals and minerals, installation of equipment and other special 
projects in the national interest the authority for which is not otherwise in 
existing legislation. 

The 1951 amendment permits commitments to exceed the total authorized 
borrowing authority of $2.1 billion so long as the probable ultimate net cost 
to the United States Government does not exceed this amount. The borrowing 
authority must also finance working capital requirements for programs involv- 
ing loans, advances to contractors, inventory purchases for resale, and other 
recoverable expenditures. Programs undertaken must be certified as essential 
by either the Administrator of the Defense Production Administration, the 
Secretary of Agriculture, or the Administrator of the Reconstruction Finance 
Corporation. 


GROSS VALUE OF ACTUAL TRANSACTIONS 
CUMULATIVE BY QUARTERS THROUGH JUNE 30, 1952 
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When borrowing authority is certified for any given program or type of assist- 
ance, by the appropriate executing agency, the total amount certified is certi- 
fied as either “probable ultimate net cost,” “working capital,” or a combination 
of the two, depending on the type of assistance involved. “Probable ultimate 
net cost” is the estimate made, at the time of certification, of the eventual cost 
of the program or assistance to the Government. That portion certified as 
“working capital” represents funds which are expected to be returned to the 
Government, and are hence in the nature of a revolving fund. 

The following table summarizes all transactions consummated through June 
30, 1952, by the responsible executing agencies and by types 6f assistance. 











100. 0 
28. 6 
66. 5 

1.5 
3.4 


on in 


, as 


lent 

bil- 
tion 
3 eS- 
tals, 
roj- 
egic 
cial 
e in 


ized 
cost 
ving 
volv- 
‘ther 
ntial 
the 
ance 


ssist 
certi 
ation 


mate 


| cost 
“l as 
o the 


June 


Mi aiok Pa Dt BB RES Nee I VR ARLEN OA TN ST ROE i RA EE IO 


ree 


any 


Sa SS ABM A Tell ST tr 


naan et 


PRT Es Leite 





3 
a 
4 
2 
, 
a 


Vee er Sar 


“nt 


Pe ERR Kiser ea BN 


bo CEES 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 57 


Utilization of borrowing authority under sec. 304(b) Defense Production Act, as 
amended—transactions consummated as of June 30, 1952, and borrowing 
authority authorized 


Transactions consum- 
mated, curnulative to 
June 30, 1952 


Borrowing authority certified to 
date 


Probable 

ultimate 

' - Gross value; net cost 

-robable Se of actual to United 

Total ultimate _— transactions States on 
net cost capita consum- actual 

mated transactions 
consum- 


mated 

Summary by agency 

Total $1, 343, 708 $663, 127 $680, 581 | $4, 867, 320 $406, 868 
Defense Materials Procurement Agency 1, 086, 335 606, 087 480, 248 4, 597, 868 384, 433 
Reconstruction Finance Corporation 199, 793 199, 793 190, 703 
Department of Interior 9, 748 9, 748 9, 748 9, 748 
Department of Agriculture 47, 292 47, 202 59, 371 12, 687 
Export-Import Bank of Washington 540 540 540 
Summary by type of assistance 

Total 1, 343, 708 663, 127 680, 581 4, 867, 320 486, 868 
Purchase and resale ‘ 1, 559, 506 | 165, 109 
Commitment to purchase 2, 993, 848 180, 151 
Direct loans 200, 333 | 
Exploration, grants for, ete 9, 748 9, 748 
Industrial installations . 35, 650 | 24, 955 
Other - 2 icant sates, oe ‘ : ie ae 68, 235 | 26, 905 


1 


Of the total borrowing authority of $2.1 billion authorized by statute, certifi- 
cations as of June 30, 1952, amounted to approximately $1,344 million, leaving 
an unobligated balance of borrowing authority available for additional certifica 


on 


tions of approximately $756 million. 


MATERIAL EXPANSION PROGRAMS 


Defense Production Administration in cooperation with the Defense Materials 
Procurement Agency, has sought to insure the development of sufficient raw ma- 
terial productive capacity to provide materials to complete the national stock- 
pile expeditiously and to maintain the continued military production program, 
with a view to removing controls as soon as these defense objectives are attained. 
Development activities have not been limited to the United States but instead 
the development of new sources of supply has been actively encouraged in nations 
expected to be accessible in time of total war. In addition to expanding foreign 
supplies for United States use, raw materials production for the nations of the 
free world has also been encouraged through the activities of such agencies as 
the Economie Cooperation Administration and its successor, the Mutual Security 
Agency, and the Technical Cooperation Administration in the Department of 
State. 

To carry out the defense program an organizational framework had to he 
set up. The decision was made at the highest level of the Government to build 
on the base of existing peacetime agencies. Originally, operational responsibility 
for metals and minerals was lodged in the Defense Minerals Administration 
(DMA) in the Department of the Interior. Later, the Defense Materials Pro 
curement Agency (DMPA) was established on Angust 28, 1951, by Executive 
Order 10281 which centralized. responsibility for the Government's efforts to 
Stimulate increased production of strategic and critical metals and minerais 
both in the United States and abroad. 

To secure major expansions, combinations of several types of Government 
assistance have been approved. For example, to assure the development of 
some new domestic copper deposits it has been necessary to give procurément 
contracts guaranteeing to buy all or a portion of the output for a period of 
6 to 8 years at a floor price subject to escalation, authorize accelerated tax 
amortization of about 75 percent of the cost of the facilities, make loans of 
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several millions of dollars, and issue priorities for necessary construction 
materials, machinery, and operating supplies. Naturally, the combination of 
all forms of Government assistance is negotiated in such a way that the 
expansion is assured at the least cost to the taxpayer. In contrast to specific 
procurement contracts with individual producers which may require protracted 
and detailed negotiations in which many of the factors are difficult to determine, 
the Government in some instances has issued broad general floor-price guaran- 
ties which permit all operators to go to work at once without individual negotia- 
tions. For example, in the case of tungsten, where in early 1951 it appeared 
that requirements of the defense program would substantially exceed limited 
supplies, the Government announced that it would buy, at $63 a short ton, up 
to a limit of 3 million short tons, all domestic tungsten that could not be 
sold elsewhere during the ensuing 5 years. At the same time the domestic 
ceiling price was fixed at $65 a short ton. Under this guaranty the domestic 
miner did not need to waste precious time in negotiations covering ore bodies 
of very uncertain tenor, but instead he was permitted to proceed directly with 
mining operations and sales to industry. 

The Defense Materials Procurement Agency (DMMPA) operates within the 
framework of programs certified to it by the Defense Production Administra- 
tion (DPA) in accordance with the joint memorandum of understanding. As 
of June 30, 1952, detailed resource expansion programs for the following materials 
had been certified : 


Aluminum Garnet Mica 
Antimony Germanium Molybdenum 
Bauxite Graphite Nickel 
Beryllium Iron ore Platinum 
Bromine lron and steel scrap Phosphate rock 
Cadmium Kryolith Potash 
Chromite Kyanite Quartzite 
Cobalt Lead Rutile 
Columbite-tantalite Limestone-dolomite Sulfur 
Copper Magnesite Tin 
Diamonds Magnesium Titanium 
Diatomite Manganese Tungsten 
Fluorspar Mercury Zine 


In addition, the expansion of production capacity of several other metals 
and minerals, such as selenium, has been provided for by individual actions 
processed before detailed expansion programs could be developed. 

A program to encourage domestic exploration for strategic minerals was 

announced by the Defense Minerals Administration (DMA) in the Depart 
ment of the Interior in early 1951 after DPA approval and certification of 
Defense Production Act funds. Under this program the Government advances 
funds, on a matching basis related to the relative scarcity of metals and 
minerals, to provide capital for domestic exploration. As of the end of June 
1952 nearly 264 projects in 27 States and Alaska had been authorized, and 
Government funds totaling abont $8.8 million had been advanced. This program 
is now being implemented by the Defense Minerals Exploration Administration 
(DMEA) in the Department of the Interior. 
. During this year, emphasis on the use of borrowing authority under sectior 
304 has been placed on the materials programs discussed above. In the charts 
helow, the cumulative transactions for six of the most important metals are 
shown for the 1952 fiscal year. 


Cumulative transactions of actual gross value 


[ Millions of dollars} 


Third Fourth First Second 
First quarter 1952 program emphasis quarter | quarter quarter quarter 
1951 | 1951 1952 1952 
Copper a aul &9 246 384 389 
Nicke] : 19 19 17% 175 
fagnesium seu Gwe wi si thn eed 2 5 182 182 
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*MULLIONS OF DOLLARS 
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The mechanism which the Defense Production Administration employs to 
coordinate the activities of the various Government agencies in the work of 
providing expansion of supplies of basic materials and reaching. decisions as to 
the quantities which can enter the stockpile, is the use of two interagency com- 
mittees. They are discussed in the following sections of the report. 


Defense Materials Policy Committee 


The Defense Materials Policy Committee was established late in December of 
1951 to consider and act upon significant materials policy problems. The prin- 
cipal functions of the committee are the review of the following types of policies 
and problems: (1) Positions to be taken by the United States representatives in 
the International Materials Conference; (2) objectives, policies, and programs 
for the procurement of materials needed for the defense effort, at home or 
abroad; (83) plans and methods to control or limit price increases for needed 
materials, including multination action; and (4) plans, programs, and problems 
referred to the committee by the Office of Defense Mobilization, the DPA Ad- 
ministrator and the Defense Materials Operating Committee. The policy com- 
mittee furnishes advice to the chairman for transmission to the Administrator 
on such problems and policies in the materials field. 

The members of the Defense Materials Policy Committee, in addition to the 
DPA Administrator who normally serves as its chairman, consist of the heads 
or top-level representatives of the Department of State, Department of Defense 
(Munitions Board), Department of Agriculture, Department of the Interior, 
Department of Commerce (National Production Authority), Dofense Materials 
Procurement Agency, Office of the Director for Mutual Security, Economie Stabili 
zation Ageney, Office of Price Stabilization, Office of Defense Mobilization, 
National Security Resources Board, and the Bureau of the Budget. 

The Defense Materials Policy Committee, since its first meeting in January 
1952, has developed and reviewed policy positions on: (1) International alloca- 
tion of increases in supply brought about by a nation’s own efforts; (2) inter- 
national price agreements; (3) criteria for diversion or withdrawals of materials 
from the stockpile; (4) establishing preference ratings for export shipments; 
(5) policy for Government purchase under the Defense Production Act of stock- 
pile materials for which current supplies are more than sufficient to meet 
current requirements. 


24564—52——_5 
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Defense Materials Operating Committee 


The Defense Material Operating Committee, established in late December of 
1951, exercises the functions previously performed by the Vital Materials Coor- 
dinating-Committee. The Operating Committee reviews, at its weekly meetings, 
the supply-requirements data for strategic and critical materials included in the 
national stockpile program with respect to the division of limited supplies of 
materials in accordance with the following priorities: (1) Direct military pro- 
duction, as well as Atomic Energy Commission requirements; (2) essential 
civilian and defense supporting production, including essential exports; (3) 
stockpiling; and (4) other production. The Operating Committee recommends 
acquisition rates to the DPA Administrator for the issuance of directives on each 
of the seventy-odd stockpile items in the Munitions Board's strategic and critical 
stockpile list. Further, the Committee recommends control and conservation 
measures intended to increase the available supply of vital materials for essen- 
tial programs and to limit their use in unessential programs. Upon request of 
the Chairman, the Operating Committee advises on procurement programs in- 
tended to expand supplies of scarce materials. 

The members of the Defense Materials Operating Committee consist of repre- 
sentatives of the Department of State, Department of Defense (Munitions 
Board), Department of Agriculture, Department of the Interior, Department of 
Commerce (National Production Authority), Defense Materials Procurement 
Agency, Emergency Procurement Service of GSA, Mutual Security Agency, and 
Economie Stabilization Agency. Observers to the Committee include representa- 
tives of the Office of Defense Mobilization, the National Security Resources 
Board, the Bureau of the Budget, the Office of Price Stabilization, and the Recon- 
struction Finance Corporation. 


International materials allocation 


Collaboration among the free nations in the field of raw materials has con- 
tinued through the mechanism of the International Materials Conference (IMC), 
with an encouraging improvement in a number of the materials under IMC review 
Responsibility within the United States Government for direction of United 
States representation to the IMC was placed in DPA by directive of ODM under 
date of February 27, 1951. 

When the conference began its operation, in early 1951, 13 materials were 
considered in such shortage as to warrant full examination, with a view to 
specific recommendations to governments should the supply position be proven 
seriously deficient. The materials were: Sulfur, tungsten, molybdenum, copper, 
zinc, lead, manganese, nickel, cobalt, wool, cotton, cotton linters, and pulp and 
paper. 

Upon examination, sulfur, tungsten, molybdenum, copper, zine, nickel, and 
cobalt were determined to be far short of the requirements of the free nations 
and requiring special action by the member governments. The Committees for 
Sulfur and Tungsten and Molybdenum recommended international allocations for 
the third quarter 1951. To these materials under allocation were added, in the 
fourth quarter, copper, zinc, nickel, and cobalt. In the Pulp and Paper Com- 
mittee emergency allocations of newsprint were recommended in small amounts, 
but no action was recommended for general allocations. The supply-demand 
positions of the remaining materials were determined to be in sufficient balance 
to make unnecessary any joint action by governments, although a careful review 
of each material was maintained within the committee. 

During the second quarter 1952, zinc was withdrawn from allocation. The 
Committees for Cotton and Cotton Linters and Pulp and Paper recently concluded 
that the supply positions for their several commodities were such that there was 
no longer need for the committees and accordingly voted to dissolve. Similar 
action is in process in the Wool Committee. 

Although no determination has been made in regard to the fourth quarter 1952, 
early estimates indicate recommended allocations for nickel, cobalt, tungsten, 
molybdenum, copper, and sulfur. Should improvement continue in the general 
situation, probably half of these materials can be withdrawn from allocation 
early in 1953, and the number of IMC commodity committees reduced to two or 
three. 

An important change in United States participation in the IMC was made by 
pee Eighty-second Congress. By provision of the amended Defense Production 
Act: 

“No agreement shall be entered into by the United States limiting total United 
States consumption of any material unless such agreement authorizes domestic 
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users in the United States to purchase the quantity of such material allocated 
to other countries participating in the International Materials Conference and 
not used by any such participating country.” 

Prior to this legislative action, the United States had delayed reply to the 
third quarter IMC recommendations until Congress should complete its con- 
sideration of the IMC and make known its findings. Upon the passage of the 
act, the United States acceptance of the recommended allocations was condi- 
tioned on agreement by the several IMC committees to give full effect to the new 
statutory provision. 
Conservation 

The objective of DPA’s industrial conservation activities has been to plan, 
develop, and coordinate programs to encourage savings of scarce and critical 
materials and to relieve the pressure on inadequate plant facilities. 

This agency carries on a Nation-wide industrial in-plant conservation pro- 
gram in cooperation with manufacturers, trade groups, and professional so- 
cieties. The importance of this program may be gathered from the success of 
the west coast airplane manufacturers in saving $32 million during the current 
year as a result of in-plant conservation and employee training programs. This 
group raised its output of finished products from 37 percent of input raw ma- 
terials to 55 percent of input raw materials. 

Over 18 months ago, the American Association of Railroads was urged to 
adopt an iron-backed railway journal bearing in place of the traditional all- 
bronze journal bearing. The proposed bearings were placed in service tests 
under operating conditions of extreme cold, deliberately run hot, and given every 
test which the engineers could devise. We have just been informed that the 
substitute iron-backed bearing is entirely successful and has been recommended 
for freight-car journal bearing use. One hundred and seventy-six pounds of 
copper saved per freight car through use of these bearings amounts to impres- 
sive totals when multiplied by the number of freight cars to which they will 
be applied. If used on the 460,000 cars authorized in the freight-car program, 
40,000 tons of copper become available for other strategic uses. 

Through a contract with the National Academy of Sciences, construction 
practices in Federal agencies were surveyed and the findings published for the 
benefit of all concerned with the erection of structures. Some 200 recommenda- 
tions were made for conservation in Federal construction which offer sub- 
stantial material and dollar savings. Out of this program has come a definite 
Federal construction conservation policy which indicates that the Government 
is among the first to conserve and since Federal construction is a sizable por- 
tion of total construction, it is anticipated that these design practices embodying 
conservation of materials will extend to the construction industry in general. 
One notable result of this NAS survey has been the formation of an implementa- 
tion committee composed of top-level representatives from the agencies con- 
cerned with Federal construction, to see that these conservation recommenda- 
tions are made effective within the agencies. This is the first time such coordi- 
nation has been achieved. 

Increased use of extremely hard alloys requires abrasives which can fashion 
such materials. Industrial diamonds have been the only abrasives thus far 
successful in grinding these alloys. These industrial diamonds are obtained 
as a byproduct from diamond mining and their accumulated supply is nearing 
depletion. The Industrial Diamond Subcommittee is convinced that it can 
create in this country the equivalent of a diamend mine through salvage of these 
materials. It is anticipated that 1,000,000 carats will become available in 1952 
through these conservation measures. This indicates that more intense efforts 
should show further gains toward creating the domestic diamond mine. At 
the same time the subcommittee is investigating newer methods such as electro- 
lytic and supersonic grinding which may free us from dependence on off-shore 
diamond grinding materials. 

Despite all measures taken to balance the sulfur supply with demand a seri- 
ous shortage is forecast for a number of years uhead. The Sulfur Subcommittee 
investigated all phases of the problem, including possibilities of recovering sul- 
fur from steel mill pickling operations and substitutions in the manufacture 
of fertilizer. Through better use of acid in steel pickling, a quantity of sulfuric 
acid was conserved which could supply farmers with 125,000 extra tons of 
fertilizer, or our aircraft with over 175,000,000 gallons of fighter-grade gasoline. 
While about 100,000 tons of additional sulfur were made available through 
these means this year, stil! it is not sufficient to close the gap. Accordingly, 
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the Sulfur Subcommittee recommended that marginal sources be utilized for 
recovery of sulfur values either through tax amortization, loans, adjustment of 
ceiling prices, or Government subsidies. To give an incentive. to recovery of 
sulfur material an amendment was incorporated in the NPA Sulfur Order M-69. 

Inadequate supplies of nickel have been a limiting factor in building up ade- 
quate stockpiles and meeting the current requirements for military production. 
It was found that 21 different groups were working on this problem when the 
Nickel Subcommittee was organized to coordinate nickel conservation efforts. 
Following along the lines of the Minerals and Metals Advisory Board recom- 
mendations, the committee has contributed to the nickel supply through pro- 
moting the down grading of nickel-alloy content in steels and nonferrous appli- 
eations. Through advocating nickel plating instead of solid nickel used in the 
chemical industries, through substitution of glass and plastic pipe and by 
inaugurating measures to reduce the consumption of nickel in the manufacture 
of Diesel engines, automotive parts such as burnpers and trim, shipbuilding, 
ordnance, turbines, condensers, and general industrial equipment remarkable 
Savings have been effected. ‘The electrical communications industries have made 
astonishing strides in reducing their consumption of nickel. 

At the height of the copper shortage, the cooperation of the electrical manu- 
facturing industries was obtained in extending the substitution of aluminum for 
copper. Outstanding examples which are rapidly increasing in volume are (1) 
aluminum bus bars, (2) air-cooled transformers, (3) building wire in sizes from 
No. 6 up, (4) telephone cable, and (5) secondary distribution from power lines. 
In addition, the Division was active in promoting the use of copper clad which 
is a metallic sandwich consisting of copper sheet or wire having a steel core. 

To assist manufacturers in finding substitutes for materials unobtainable, a 
List of Basic Materials and Alternates was published every 2 months, with a 
peak circulation of 90,000 copies. The Munitions Board used this list to provide 
a flexible control throughout the armed services in the use of substitutes for 
critical materials, varying the control according to the availability of materials 
involved. Another important use of this list was in connection with military 
performance specifications where the actual materials are not specified on pro- 
curement orders but left to the ingenuity of the contractor so long as the end- 
product performance is as designated. 

It should be noted that small business concerns benefit particularly from the 
programs cited above. Their representatives are eagerly participating in these 
industrial conservation programs. Large organizations have established stand- 
ards departments which are constantly applying conservation techniques, The 
cooperation of both large and small business in these programs disseminates in- 
formation on the latest techniques which is of benefit to those concerns which 
are not large encugh to have standards departments. Further, the List of Basic 
Materials and Alternates, contains latest examples of industrial conservation 
achievements and listings of management aids, technical services, and shop 
instructions which are of particular use to small business concerns. 


EXPEDITING PRODUCTION 


The output pattern of our industrial economy has been controlled largely 
through the use of the Controlled Materials Plan, the implementation of the 
expansion goals, and the use of priorities. However, because of the intricate 
nature of the modern productive process, these broad programing techniques 
left certain bottlenecks in the flow of parts, skills, and equipments into the end 
item plants. The problems have varied from program to program. Sometimes 
it was a lack of production equipment such as machine tools. Sometimes the 
lack of trained personnel, or the inability to find a facility to make a large casting. 
In order to enable the full force of Government aud industrial resources to be 
placed behind the solving of such bottlenecks, thereby expediting military and 
atomic energy production, the Defense Production Administration organized 
the Production Executive Committee, the Aircraft Production Board, the Elec 
tronics Production Board, and the Facilities Review Board, In the following 
sections the activities of these boards and committees are discussed. 
Production Executive Committee 

The Production Executive Committee was formally established in the Defense 
Production Administration on August 20, 1951, to consider specific and potential 
defense production problems involving the flow of materials, components, and 
equipment to military and AEC programs. In the order creating the committee, 
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it was specified that the chairman should be the Deputy Administrator for Pro- 
duction of the Defense Production Administration, and that the other members 
of the committee should include the Administrator of the National Production 
Authority, the Deputy Administrator for Aircraft Production, Chairman of the 
Electronics Production Board, a representative of the Department of Defense 
designated by the Secretary of Defense, representatives of the Munitions Board 
and the military departments, and representatives of such other Federal agencies 
having production responsibilities as the Administrator might designate. 

The committee has functioned continuously in a triple capacity as a reviewing, 
coordinating, and expediting authority. It has engaged in identifying current 
and anticipated obstacles to defense production, reviewing and recommending 
policies and procedures to insure utmost production. Through its field staff it has 
aided in determining bottlenecks and taking appropriate steps to eliminate them 
so that production schedules could be maintained. 

Activities of the committee have been concerned with many phases of the 
production needs of the Nation, especially those of the military services. In 
addition to close cooperation with the Departments of the Army, Navy, and Air 
Force, the work of the committee has involved much collaboration with the 
National Production Authority, Aircraft Production Board, Munitions Board, 
Atomic Energy Commission, Department of Labor, Bureau of the Budget, Elec- 
tronics Production Board, Facilities Review Board, and other agencies. 

The committee, in acting as a focal point for identifying current and antici- 
pated production obstacles and in directing, coordinating, and expediting the 
defense program, has been confronted with problems impeding required pro- 
duction in numerous areas. These include the following: (1) Machine-tool pro- 
duction; (2) review of major items needed by the military and the scheduling 
of deliveries; (3) supply of low phosphorous pig iron, also valves, fractional 
horsepower motors and antifrictional bearings required for tank production ; 
(4) castings, forging and machining operations by the Navy; (5) establishment 
of firm programs for contractors to enable them to obtain maximum results 
from their operations; (6) analysis of programs to determine priority rankings 
and then expedite items in the order of their importance, development of a rela- 
tive urgency program and a basic production preference plan; (7) expediting 
the reactivation of the Government-owned nickel plant at Nicaro, Cuba, to assist 
in alleviating nickel shortage; (S) expansion of aluminum and heat-treating 
capacity for production requirements; (9) establishment of basic production 
plan and alleviating B product material shortages; (10) study of the heavy press 
program to reveal needs and steps necessary to expedite; (11) ex»anding pro- 
duction base to enlist railroad machine shops in defense effort; (12) investiga- 
tion of problems arising from design changes which were retarding production ; 
(13) ammunition production and problems arising from shortages of cold-drawn 
steel bars; (14) production of spare parts for military equipment in use in 
Korea; (15) review of steam turbine requirements and production needs; (16) 
examination of minesweeper program and expediting production of delayed 
equipment; (17) studies of delays being encountered in carrying out production 
contracts and the possibilities of European production easing the situation. 

Defense production in America has not yet reached the plane it must attain 
if the security of the Nation is to be assured. Various factors affecting pro- 
duction are continually arising which must be anticipated as far in advance 
as possible, analyzed, then appropriately handled. If the production program 
is to be achieved and scheduled forward progress maintained, such action is 
imperative. It is vital that a “team” comprised of the top agencies involved 
in the defense effort, shall continue to function. Reliance cannot safely be placed 
upon getting required results through individual actions by the several agencies 
concerned. In production areas, the Production Executive Committee serves 
primarily as a focal point for dealing with problems encountered by the defense 
agencies. It had been found that because its membership consists of representa- 
tives of policy-making rank from the agencies concerned with defense produc- 
tion, more effective results can be obtained. Further, when policies and pro- 
cedures have been developed, they can be carried out more effectively by the 
participating agencies when functioning as a team. 

Aircraft Production Board 

The efforts of the Chairman of the Aircraft Production Board and his asso- 
ciates have been directed to the discovery and solution of production problems 
arising in the aircraft programs. They have been able to assist the services in 
the areas of (1) scheduling; (2) machine tools; (3) facilities; and (4) materials. 
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For the past 6 months a continuing staff study has been in progress, under 
the direct supervision of the Chairman, with the objective of determining the 
feasibility of shortening the time required to bring into production higher per- 
formance aircraft than those now being constructed. This study is also con- 
cerned with reducing the number of models, but maintaining the production 
levels for the different categories of planes, and making available all possible 
facilities for production of aircraft of the highest performance. This study 
necessarily involves the constant coordination of the efforts of many agencies 
both in and out of Government. 

The development of the distribution policy for machine tools and the mainte- 
nance of close contact with the aircraft manufacturers and producers of machine 
tools to supervise the utilization of machine tools has been an increasing effort 
of the Board. Members of the staff, augmented by experienced personnel from 
the Department of Defense, have aided in tooling plants for various aircraft, 
components and parts by constantly reviewing machine tool utilization and by 
policing the requirements of the aircraft producers. 


Electronics Production Board 


The instrumentality through which the DPA operates with respect to elec- 
tronics is the Electronics Production Board. This Board is composed of an 
Assistant Deputy Administrator of DPA as Chairman (who also serves as the 
Director of the Electronics Division, NPA) ; representatives of the Secretary of 
Defense; the Munitions Board; Army, Navy and Air Force and Atomic Energy 
Commission. This Board has the specific responsibility for the over-all coordina- 
tion of the electronics production program and for the determination through 
NPA and the Electronics Production Resources Agency of the total military, 
industrial, and civilian requirements for electronic products. 

The Board, since its formation in March 1951 has gone through two phases of 
operation and is entering a third. During the first ten months of its existence, 
the Board concerned itself primarily with breaking material and facility bottle- 
necks as they arose and serving as a central place for reporting serious situations 
and for securing high level assistance in remedying such situations. Gradually, 
during the first part of 1952, the Board interested itself in long-range problems 
to eliminate potential bottlenecks before they became troublesome. 

In May of 1952, the chairman directed an investigation of the spare parts pro- 
visioning procedures of the Armed Forces. This investigation disclosed that 
roughly $550 million of electronic components, required as spare parts for end 
equipments then in production, had not yet been ordered from the producers be- 
cause of the fact that the services had not determined the exact quantities to 
be procured or the prices to be paid. As a result of the Board’s report on this 
situation, the services have drastically streamlined their spare parts provision- 
ing procedures for new procurements so that prime contractors will largely be 
able to purchase spare parts along with production parts thus eliminating the 
short production runs and higher costs incident to ordering spares separately 
at a later date. 

Similarly in June 1952, the chairman instituted an investigation of the pro- 
curement and production of radio frequency quartz crystals, since it appeared 
that the procurement methods then employed not only failed to produce the 
crystals required for current new-set production, but would also fail in accom- 
plishing the objective of building a mobilization base. Action by the Signal 
Corps. to treat all crystals as Government-furnished equipment has been post- 
poned pending further study by the Department of the Army. 

Recently the Board has been engaged in determining policy with respect to the 
spare parts requirements for electronic equipments supplied to NATO countries, 
since this aspect of the defense program could impose a severe urgent requirement 
on the component industry in the event of full mobilization. 


COORDINATION OF REGIONAL DEFENSE MOBILIZATION COMMITTEES 


The Central Coordinating Committee on Regional Defense Mobilization recom- 
mends actions required for effective utilization of resources for the defense effort. 
This includes recommendations on (1) placing, limiting, or transferring defense 
contracts; (2) location of new production facilities; (3) recruitment, training, 
and utilization of manpower; and (4) providing additional housing and com- 
munity services. 

The committee membership includes representatives of the Defense Produc- 
tion Administration, Department of Commerce, Defense Manpower Administra- 
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tion, Department of Defense, Department of Agriculture, Federal Security 
Agency, Housing and Home Finance Agency, Economie Stabilization Agency, and 
Small Defense Plants Administration. The Defense Production Administration 
member is coordinator, and the Department of Commerce and Defense Man- 
power Administration members act as cochairmen. 

The Central Coordinating Committee directs the operations of regional and 
area defense mobilization committees in 13 regions and 6 areas of the United 
States, and acts as a clearinghouse on problems referred from the field. 

During fiscal year 1952, the regional defense mobilization committees have 
conducted: (1) Industry assistance clinics to relieve unemployment and to aid 
small business; (2) work on the machine tool recovery program; (3) studies 
to determine what facilities would benefit from Defense Manpower Policy No. 4; 
(4) regional defense mobilization committees have held clinics in the areas ad- 
vising how to secure defense business from the Government and how to take 
advantage of the preference possible through Defense Manpower Policy No. 4; 
(5) performed surveys of idle facilities in surplus manpower areas and reported 
them to the Facilities Review Board for consideration in their work of recom- 
mending idle facilities to companies who may be contemplating building new 
facilities. 

Facilities Review Board 


The Facilities Review Board was established late in 1951 to assist the military 
in locating idle existing capacity and so avoid unnecessary construction or ex- 
pansion. In order that these efforts may be brought to bear upon current needs 
the Board reviews proposed projects involving construction, rehabilitation, or 
equipment of defense plants sponsored by the military services or the Atomic 
Energy Commission. Initially, this review was limited to projects involving the 
estimated expenditure of Defense Department funds for construction of more 
than $1 million. In view of the increasing necessity for conservation of critical 
materials, early in 1952 this floor was lowered to $500,000, whether of Govern- 
ment or private moneys. 

The Board consists of the Chairman and two representatives from DPA. In 
addition, there are associate Board members from the Army, Navy, Air Force, 
Atomic Energy Commission, Department of Labor, Bureau of the Budget, Of- 
fice of Defense Mobilization and the Small Defense Plants Administration. 

Projects come to the Board from the military services in‘the form of proposals 
to construct, enlarge, or improve military establishments or to provide plant or 
machine tools and equipment to defense contractors and from the Office of Con- 
struction and Resources Expansion in the form of applications for accelerated 
amortization on defense plants and applications for loans for their construction 
and equipment. The Board then makes recommendations as to whether there 
are available unused production facilities or idle plant space which can be utilized 
in lieu of the proposed construction, rehabilitation, or equipment. 

The Facilities Review Board has received through June 30, 1952, 419 cases 
for review. These cases represented almost $2 billion of proposed investment in 
construction and equipment. The Department of Defense submitted over 50 
percent of these cases and the major portion of the balance was referred to the 
Board by the Office of Construction and Resources Expansion of DPA. Direct 
military production of aircraft, electronics, weapons, or ammunition repre- 
sented almost three-fourths of the cases reviewed by the Board. 

The Board made recommendations in respect of the caSes reviewed during 
the above period as follows: 


Alternate sources of supply suggested 
Subcontractors recommended 

Available idle space 

Deferment of construction 

Rescreening of machine-tool requirements 
Existing industry productive facilities adequate 


The above points to the conclusion that the program has been an effective 
one. However, the program would be more effective if the minimum dollar 
amount of the projects required to be submitted for review were lowered to 
$100,000 instead of the present $500,000. Also, all industry projects other than 
utility, railroad, and mining projects, subject to the determined project lim- 
itation should be submitted to the Facilities Review Board for review in lieu 
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of the present limitations on the scope of the Board which prescribe that, unless 
a project be sponsored by one of the military services or the Atomic Energy 
Commission, it need not be submitted to the Board for review. 


CONTROLLED MATERIALS PROGRAMING 
Necessity for CMP 


When the priorities system was established as the central device for channeling 
products and materials into defense production, it was recognized that such a 
system would eventually reach a point of diminishing returns. The essential 
weakness of a simple priorities system lies in the fact that materials are not 
directly tied to the production levels which are to be reached. In anticipation 
of the need for a more comprehensive system of balancing supply and require- 
ments of the products and materials needed in the defense program, prepara- 
tions were made at an early date for the institution of the controlled materials 
plan (CMP) based, in large part, on the experience of World War II. 
Objectives of CMP 


The fundamental objectives of the controlled materials plan are: (1) To 
assure a balance between supply and demand. for the, principal production 
materials designated under the plan as controlled materials—steel, copper, and 
aluminum; (2) to secure that balance by a coordinated review of military, ex- 
port, and essential civilian programs in terms of their controlled material 
equivalents, and by adjustments, wherever necessary, to yield that total com- 
mitment of our production resources calculated to secure maximum output for 
defense mobilization; (3) to schedule production for each approved end-product 
program in order to secure the maximum level of balance output at all levels 
of production from metal mill to final assembly plant; (4) to maintain continu- 
ing control over production and over the distribution of materials required to 
support approved production levels in all parts of the economy; and above all 
(5) to eut down the size of less essential civilian programs to make possible 
the fulfillment of direct defense, defense-supporting, and essential civilian pro- 
duction. 


Planning CMP in relation to the industrial complex 


In developing the plan the endeavor was to maintain established methods 
of industrial procurement to the fullest extent possible. Generally, there are 
two broad classes of products entering into both defense and civilian-type pro- 
duction. One group of products, which has been designated as class A products 
under CMP, is produced to customers’ specifications. Products of this nature 
fall into two categories: Those which are end products, such as military tanks, 
guns, aircraft and the like; and components of special design and relatively 
noncompetitive use required in the production of various products. Examples 
of this type of component are steel forginigs, steel springs, stampings, propeller 
blades. 

The other general group of products, designated class B products under 
CMP, is produced for a wide variety of customers and a large number of dif- 
ferent programs. Such products are usually made in anticipation of demand 
and before actual purchase orders are placed. Thesé again fall into two 
categories: End products such as automobiles, construction machinery, re- 
frigerators, industrial trucks, and the like: and components entering into the 
production of both class A and class B products, which are of broad general 
application, such as electric motors, bearings, nuts and bolts, ete. 

The accomplishment of a balance between supply and demand is carried 
out under the Controlled Materials Plan by authorizing production in terms of 
allotments of steel, copper, and aluminum. These authorizations act is individ- 
ual limitations on construction and production of civilian end products after 
prevision is made for the military and defense-suporting programs. It must be 
remembered, however, that while programs are brought in balance in terms of 
steel, copper, and aluminum, secondary determinations concerning other ma- 
terials such as textiles, chemicals, lumber products, and the like, and com- 
ponents such as electric motors and ball bearings, require supporting controls 
to assure proper distribution of such materials and components. This is done 
by (1) augmenting the supply of the materials or components; (2) through al- 
location or conservation orders to restrict their use, thereby stretching the sup- 
ply: or, if (1) or (2) are not adequate, by reducing end-product production 
schedules. 
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In the operation of the Controlled Materials Plan the various claimant agen- 
cies—that is, those agencies of the Government which have been delegated 
jurisdiction over specified economic areas, such as DEPA for the electric power 
program and PAD for the petroleum expansion program—develop require- 
ments for their programs stated in trems of the quantities of steel, copper, and 
aluminum needed for the achievement of the desired levels of production. 
Generally, the requirements for civilian type products and B product com- 
ponents are the responsibility of the National Production’ Authority. 

The Industry Division of NPA develop requirements in their respective areas 
on the basis of claimant agencies’ requirements, industrial requirements, an@ 
other data. 


The role of the Requirements Committee 

The Controlled Materials Plan provides another element necessary to the 
smooth functioning of a defense mobilization economy; namely, a neutral 
umpire or central authority to evaluate all demands. This authority is the 
Requirements Committee of the Defense Production Administration which 
is an interagency committee, on which all claimant agencies are represented 
and which makes decisions after consideration of estimates of supply prepared 
by the three Controlled Materials Division of NPA, and evaluation of all the 
programs submitted by the claimants. 

With respect to A products, the Requirements Committee reviews the military 
end product programs with the cooperation of the Department of Defense; 
and, after agreement upon realistic production schedules, the Requirements 
Committee allots, in terms of tonnage-procurement authority, the controlled 
materials sufficient to meet the approved schedules. The Department of Defense 
grants allotment authority for these materials to its prime contractors within 
the limits of the allotments received from the Requirements Committee. The 
prime contractors in turn allot controlled materials to their subcontractors for 
their A product requirements. Undey the operations of the Controlled Materials 
Plan, CMP procedure thus provides a system of requirements development for 
class A products through a close interlace among application flow, subassembly 
purchase, delivery scheduling, and allotment authorization. Individual com- 
pany adjustments are automatically effected through the class A product chain 
by a close tie-in with the normal purchase procedure of industrial concerns. 
At all times accounts are maintained in terms of these allotment authorities 
by the claimant agency, the prime contractor, and all producers, so that total 
purchases of controlled materials are maintained within the program limits 
established by the Requirements Committee. While allotment accounts, main- 
tained in broad material categories, are an essential device to insure the success 
of the defense-mobilization program, purchase orders and production of con- 
trolled materials must necessarily be in terms of more specific forms and shapes. 
To accomplish this, production directive systems are developed to assure pro- 
duction and delivery of specific forms and shapes to meet the programs. 

In determining allotments for the production of class B products, the Require- 
ments Committee acts to establish a level of production to meet all program 
needs. For individual manufacturers, however, this result in differential treat- 
ment of their requirements for controlled materials in that materials necessary 
to the military programs are allotted in sufficient quantity to meet approved 
schedules, whereas the civilian programs are provided procurement authority 
within the limits of the remaining supply of controlled materials. 

In the accompanying charts the CMP allocations for the first three quarters 
of 1952 are shown for “Military” and “Atomic Energy” and other major claimants. 
Studies of the issuance and returns of CMP materials allocated for A products 
reveals that in all cases the Defense Production Administration allocations 
to the Department of Defense were ample to cover their actual needs. 
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CMP ALLOCATIONS — CARBON STEEL 
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CMP ALLOCATIONS —COPPER 
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CMP ALLOCATIONS — ALUMIUM 
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SPECIAL ACTIONS TAKEN ON RECOMMENDATIONS OF THE COMMITTEE 


With few exceptions, the functions of the Defense Production Administration 
are in the area of policy making and program determinatio&. In the making of 
decisions, however, as much as in the taking of actions at the operational level, 
the guidance of the Joint Committee on Defense Production has been of great 
assistance. 

As was pointed out in Progress Report No. 11 of January 15, 1952, the broad 
policies under which the Defense Production Administration programing job 
has been done were worked out to a large extent in executive sessions and open 
hearings of the committee. The approval given in that report to the basic 
concepts of programing first, to meet the real needs of the Department of 
Defense and the Atomic Energy Commission; second, to support the long-range 
strategic programs such as power expansion; third, to defer, temporarily, less 
essential construction and, fourth, to maintain the civilian economy at the highest 
level consistent with those primary aims, has constituted the framework of deci- 
sion in the production program up to the present time. 

The advice of the committee and its staff has been extremely helpful to the 
agency in developing policies and reaching important decisions. Constant liaison 
has been maintained between the two staffs. 
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ORGANIZATION AND STAFFING 


The Defense Production Administration was established by Executive order 
of the President in January 1951. By the middle of 1951 the Administration was 
organized into four major operating units: The Office of Procurement and Pro- 
duction, the Office of Resources Expansion, the Office of Program and Require- 
ments, and the Office of Staff Service. Th Office of Program and Requirements 
was established to perform the Administration's central programing functions, 
including the basic distribution of controlled materials among claimants. The 
Office of Resources Expansion was created to insure the provisions of adequate 
physical facilities for the defense production program. The Office of Procure- 
ment and Production established and coordinated policies and procedures essen- 
tial to timely accomplishment of all production and procurement incident to the 
defense effort. 

By the end of November 1951 a substantial reorganization had been effected. 
The following were created: (1) An Office of Aluminum to provide centralized 
direction to programs to create the production of aluminum, alumina, bauxite, 
and cryolite, including smelting and fabricating expansion programs to meet 
expansion goals: (2) an Office of International Activities and Defense Materials 
which was created primarily to centralize responsibility for the international 
materials activities of the Administration; (3) an Office of Reports and Analysis 
to carry on certain economic, statistical and program evaluation functions which 
formerly existed in the Office of Staff Service, which was abolished; (4) an Office 
of Labor: (5) an Office of Aircraft Production; (6) a Scrap Committee to coordi- 
nate interagency activities dealing with the reclamation and distribution of scrap 
materials; and (7) a Policy Development Staff to provide for over-all planning 
and policy assistance to the Administrator. 

In December 1951 the tax-amortization and loan-review functions formerly 
performed in the National Production Authority were transferred to the DPA 
Office of Resources Expansion. The Office of Reports and Analysis was renamed 
the Office of Progress Evaluation. The last change reflected a redistribution of 
functions between DPA and NPA, in which greater emphasis is given in DPA to 
analyzing, evaluating, and reporting upon the effectiveness of programs in meeting 
established goals. 

In February 1952 the Office of Procurement and Production was renamed the 
Office of Production, subsequent to the transfer of the Procurement Policy Com- 
mittee to the Office of Defense Mobilization. The Office of Resources Expansion 
was in turn renamed the Office of Construction and Resources Expansion, to 
reflect a greater program emphasis on construction coordination. 

In May a small Post-Attack Production Staff was created to furnish direction 
and coordination to development of plans for physical recuperation of industry 
following attack, including implementation of those parts of such plans as can 
be carried out prior to attack. 

No further substantive changes in organization occurred until July 1952 when 
the Office of International Activities was abolished and the majority of its func- 
tions transferred to the Office of Program and Requirements. Representation 
on the International Materials Conference was designated as a responsibility of 
the Deputy Administrator for Construction and Resources Expansion. Also in 
July, the Advisory Committee on Defense Areas, formerly attached to the Office 
of Production, was abolished and the function assumed by the Office of Defense 
Mobilization. 

All staff services, including budget, personnel, administrative services, man- 
agement and information, have been performed since the agency's inception by 
the staff of the National Production Authority of the Department of Commerce 
and are still being so performed. 

Employment in the Defense Production Administration from the beginning of 
fiscal year 1952 to the present is as follows: 


End of fiscal | End of fiscal | 
year 1951 year 1952 As of Sept. 5, 
(June 30, (June 27, 1952 
1951) 1952) 


Per annum _..- 430 
W.a.e. (when actually employed) -- 44 3 32 


W. o. c. (without compensation) 26 21 


Total eal ‘ 413 
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DEFENSE MATERIALS PROCUREMENT AGENCY 


DEFENSE MATERIALS PROCUREMENT AGENCY, 
Washington 25, D. C., September 26, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington 25, D. C. 


Dear SENATOR MAYBANK: In compliance with your request of September 2, 
1952, I am forwarding herewith a summary of operations of the Defense Materials 
Procurement Agency during the past year. 

This statement is submitted for publication in the report of the Joint Committee 
on Defense Production to the Congress. 


Sincerely yours, 
Jess Larson, Administrator. 


OPERATIONS OF THE DEFENSE MATERIALS PROCUREMENT AGENCY UNDER THE DEFENSE 
Propuction Act or 1950, AS AMENDED, DuRING THE YEAR ENDING AvGustT 31, 
1952 

AUTHORITY AND RESPONSIBILITIES 


The Defense Materials Procurement Agency was created by Executive Order 
10281, dated August 28, 1951. This order delegated to DMPA certain authority 
contained in the Defense Production Act of 1950, as amended, including certain 
authority which had previously been delegated by Executive Order 10161 to the 
Administrator of General Services and the Secretary of the Interior. The new 
agency was given responsibility with respect to— 

1. Purchasing and making commitments to purchase metals, minerals, and 
other materials, for Government use or resale, and financial assistance in 
connection therewith ; 


2. Encouraging the exploration, development, and mining of critical and 
strategic minerals and metals; 
3. Making subsidy payments and determining the amounts, manner, terms, 
and conditions thereof, and making findings in connection therewith; and 
4. Installing additional equipment, facilities, processes, or improvements 
to plants, factories, and other industrial facilities owned by the United 
States Government, and for installing Government-owned equipment in 
plants, factories, and other industrial facilities owned by private persons. 
These functions are carried out in accordance with programs certified to the 
Administrator of the Defense Materials Procurement Agency by the Defense 
Production Administrator. (Functions with respect to the purchase of food for 
Government use or resale, if performed, are to be carried out in accordance with 
programs certified by the Secretary of Agriculture. ) 

Executive Order 10281 also designated the Defense Materials Procurement 
Agency as an additional guaranteeing agency, responsible for guaranteeing pri- 
vate loans to contractors, subcontractors, and others when necessary to expedite 
production and deliveries or services under Government contracts for the pro- 
curement of materials or performance of services for the national defense. 

The Defense Materials Procurement Agency has a number of other responsibili- 
ties. Under DPA Delegation No. 1, as revised, and NPA Delegations No. 5 and 
No. 14, it is given certain responsibilities with respect to priorities and alloca- 
tions. Under DPA Delegation No. 2, the Defense Materials Procurement Admin- 
istrator was given authority to certify as to the essentiality of direct Government 
loans, to the extent that such loans are part of and in accordance with the terms 
of programs certified by DPA. Pursuant to provisions of section 12 of the 
Federal-Aid Highway Act of 1950, the President designated the Defense Materials 
Procurement Administrator to certify as to the essentiality of access roads to the 
Secretary of Commerce in connection with encouragement of the development, 
mining, and production of strategic and critical metals and minerals. Applica- 
tions for necessity certificates authorizing accelerated tax amortization for min- 
erals facilities are processed under section 124—A of the Internal Revenue Code 
and the general criteria of the Defense Production Act of 1950, as amended. 

Pending organizational implementation of Executive Order 10281, and to assure 
uninterrupted performance of functions conferred upon the Defense Materials 
Procurement Agency or its Administrator, the Administrator, on September 14, 
1951, delegated the authority contained in the Executive order to each office or 
agency performing as of September 12, 1951, functions pursuant to Executive 
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Orders 10161 and 10200, which were the same or substantially similar to those 
functions performed as of September 12, 1951, with certain exceptions. Soon 
thereafter, certain personnel and funds of the Defense Minerals Administration 
of the Department of the Interior, and of the General Services Administration 
were transferred to DMPA. Pursuant to a memorandum of understanding be- 
tween the Defense Materials Procurement Agency and the Mutual Security 
Agency, effective November 30, 1951, the DMPA undertook performance of the 
basic materials development function formerly carried on by the Mutual Security 
Agency, successor to the Economic Cooperation Administration. Certain func- 
tions covered by the DMPA delegation of September 14, 1951, continue to be 
performed by other agencies under supervision of DMPA. The General Adminis- 
tration negotiates certain spot and short-term contracts for metals, minerals, and 
other materials under DMPA programs. At the request of DMPA, it services con- 
tracts and procurement programs, and is responsible for inspection, transporta- 
tion, storage, and related functions. GSA conducts the machine tool pool order 
program and arranges for lease of industrial equipment to builders of machines 
tools. It also conducts the program for reactivation of Government-owned mag- 
nesium nickel, and graphite facilities. 

Authority to encourage domestic exploration and related development of critical 
and strategic minerals and metals in the United States has been delegated by 
DMPA to the Secretary of the Interior. 

Operations of the General Services Administration and the Department of the 
Interior under delegation of authority by DMPA are summarized in separate re- 
ports to the Joint Committee on Defense Production. Operations by DMPA under 
the above authorities and responsibilities are summarized in the following sec- 
tions of this report. 

Through June 30, 1952, gross transactions totaling $4.6 billion had been con- 
summated under programs of the Defense Materials Procurement Agency. This 
total represents the maximum possible liability under actual purchases, com- 
mitment-to-purchase contracts, subsidy contracts, research projects, and other 
programs. It includes transactions relative to machine tools, installation of 
equipment and operation of Government-owned plants, as well as for purchase 
and resale of metals and minerals and for maintenance of production. Gross 
transactions consummated, through the end of June 1952, total $1.2 billion under 
the machine tool order program, $792 million under the aluminum program, $652 
million under the rubber program, $363 million under the manganese program, 
and $330 million under the copper program. The balance was distributed in 
lesser amounts among a number of other programs. The probable ultimate net 
cost to the Government under transactions completed through June 1952 is 
$384 million. 


MINERALS SUPPLY EXPANSION PROGRAM 


In carrying out its responsibilities the Defense Materials Procurement Agency 
has made and continues to make intensive studies of existing and potential 
sources of supply for strategic and critical metals, minerals, and other materials. 
On the basis of these studies it develops programs for necessary expansions of 
supply which are submitted for approval of the Defense Production Administra- 
tion. As commodity expansion programs are approved and funds made avyail- 
able, DMPA undertakes to bring forth the additional supplies deemed essential 
to the security of the Nation. Action is taken on applications which have been 
received for various types of financial assistance in the development, expansion, 
and construction of mining and milling facilities. Insofar as increased supplies 
cannot be provided by greater production at home, additional output is stimulated 
in other areas of the free world. 

Many minerals essential to the national defense are not produced in sufficient 
amounts in the United States. Special incentives are required to encourage 
further development and production in countries where the minerals are found. 
These incentives are provided through various means including purchase con- 
tracts, advances against future production, and certification of loans to cover a 
portion of the capital expenses involved. It is the policy of DMPA, however, 
not to compete with private capital, but rather to induce additional private in- 
vestment in mining enterprises. Government financial assistance is provided 
only when private capital is lacking or unwilling to assume certain risks. 

In connection with its activities in expanding production and supply of strategie 
materials in other countries, DMPA has established four principal regions, with 
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defined areas of administration and operation, each with regional headquarters 
at points suitable from political and economic considerations, as follows : 
1. Region I, Washington, D. C., with areas of jurisdiction including Mexico, 
Central America, and the Caribbean area, including the Guianas ; 
2. Region II, Lima, Peru, with jurisdiction over all of South America, 
except the Guianas; 
3. Region III, London, England, with jurisdiction in Western Europe, the 
Middle East and Africa; and 
4. Region 1V, Singapore, British Malaya, with area of jurisdiction includ- 
ing Afghanistan, Pakistan, India, Southeast Asia, Korea, the Philippines, 
Indonesia, Japan, Australia, New Zealand, and the South Pacific area. 
Regions I and III have been formally established. Formalization of Regions 
II and IV is in process. 

Substantial achievements have already been effected in developing basic 
resources and expanding productive capacity both in the United States and 
other countries. We are already getting materials from some of the new and 
expanded facilities... Other facilities will come into production during the next 
few years. Expansion of supply is generally a long-range operation even where 
sources of raw materials are known to be present. Where exploration of ores is 
needed before development can begin, the time required to increuse supplies is 
necessarily longer. This is particularly true where supplies are dependent upon 
exploration and development in other countries. 

As of August 31, 1952, DMPA and predecessor agencies had approved approxi- 
mately 500 applications from mining enterprises for assistance in the form of 
purchase contracts, accelerated tax amortization, loans and loan guaranties. 
Of the 1,900 applications which had been received, 1,100 had been withdrawn or 
denied, and approximately 300 were under investigation in DMPA or other 
agencies. Approximately 40 contracts had been negotiated whereby producers 
of minerals construct or expand facilities and the Government guarantees a 
market at a floor price for a defined period.of time. Advances totaling approxi- 
mately $75 million had been authorized under 16 of these contracts. Loans 
aggregating over $157 million had been certified to Reconstruction Finance Cor- 
poration and the Export-Import Bank of Washington. Almost 400 requests for 
accelerated amortization covering investments of over $1 billion had been referred 
to DPA with recommendation for issuance of certificates of necessity. In con- 
nection with three of the purchase contracts, relative to expansion of facilities 
for production of dolomite, manganese, tin, and tungsten, the requisite private 
financing was guaranteed by DMPA pursuant to section 302 of the Defense 
Production Act. These guaranteed loans totaled $6,499,400 and were authorized 
under the V-loan program, under regulation V of the Board of Governors of the 
Federal Reserve System which prescribes rates and fees for such loans. 

Under agreements which have already been entered into the rate of annual 
supply of copper by 1955 will be increased by more than 210,000 tons. This ex- 
pansion is being effected primarily through floor price, commitment-to-purchase 
contracts, advances, certification of loans, and recommendations for accelerated 
tax amortization. Under its copper program, DMPA has also undertaken to 
maintain domestic production by assuring continued operation of presently 
producing high-cost mines through negotiation of contracts at over-the-ceiling 
prices. At a number of mines, production costs are so high that operation is 
unprofitable at the current ceiling price of 24% cents a pound. Through the 
end of August 1952, DMPA had entered into short-term subsidy contracts for 
maintenance of production with six companies expected to produce approxi- 
mately 20,000 tons during the next few vears. Under these contracts the Gov- 
ernment does not purchase the metal but pays the operator a subsidy on metal 
preduced and sold for industrial use. 

Assistance which has been given to the iron ore industry is expected to vield, 
by 1955, about a 45 percent expansion over the 1950 supply. This expansion is 
being brought about primarily through authorization of accelerated amortiza- 
tion of new investment for tax purposes. Assistance is being provided for ex- 
ploitation of the large domestic resources of taconite, which is needed to sup- 
plement the rapidly diminishing supply of direct-shipping ores of the Mesabi 
Range. 

Large expansions are under way in supplies of manganese, chrome, nickel, 
molybdenum, cobalt, tungsten, and columbium, which are used as alloys of iron 
and steel. The supply of manganese in 1955 is expected to exceed by one-third 
the annual supply just prior to initiation of the current defense progra‘n. 
DMPA has entered into commitment-to-purchase contracts with producers, both 
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foreign and domestic. To further stimulate mining of manganese in the United 
States, DMPA has arranged for purchase of ore from small producers at depots 
and rail points throughout the county. Research on processing and utilization of 
low-grade ores is under way. Supplies of tungsten are being increased largely 
through open-market purchase programs, both foreign and domestic. A guar- 
anteed purchase program was recently established to promote production of 
columbiun-tantalum bearing ores through provision of a bonus of 100 percent of 
the base price to actual producers. The supply of nickel is being increased 
through exploration, metallurgical research, reactivation of the Government- 
owned plant in Cuba, and contracts providing for expansion of facilities, in the 
United States, Canada and other countries. 

Progress has been made in expanding supplies of zinc, lead, fluorspar, titanium, 
mica, asbestos, sulfur, germanium, and other metals and minerals. 


CLAIMANT PROGRAMS——MATERIALS, EQUIPMENT, AND SERVICES 


In addition to provision of financial assistance under its commodity expansion 
programs, the Defense Materials Procurement Agency promotes the maintenance 
and expansion of mining and milling operations through assistance with respect 
to materials, equipment, and services. It administers priorities and allocations 
for construction projects, for maintenance, repair, and operating supplies, and for 
eapital additions. It determines the essentiality of access roads to mining or 
milling properties in Cases where applicants have sought financial participation 
of the Federal Government in the construction of such roads, and certifies ap- 
proved projects to-the Secretary of Commerce. It presents to the appropriate 
defense agencies special requirements for manpower, housing, utilities, and trans- 
portation facilities arising from construction, expansion, and reactivation of 
existing mining and processing facilities. 

The allocating and claimant responsibilities of the Defense Materials Pro- 
curement Agency for all metals and minerals other than solid fuels, petroleum, 
and uranium, are set forth in NPA Delegation No. 5, as amended January 29, 
1952. Generally speaking, DMPA is claimant for all mines, mills, beneficiation 
plants, smelters, and refineries, whereas NPA claims principally for the facilities 
for fabricating primary metal. Functions in connection with the construction 
of facilities for production and processing of metals and minerals (except solid 
fuels, oil, and gas) are set forth in NPA Delegation No. 14. They include author- 
ization of construction schedules of owners: making of allotments of controlled 
materials for construction ; and applying or assigning to others the right to apply 
DO ratings and allotment numbers and symbols for procurement of building 
materials (other than controlled materials), building equipment, production 
machinery, and production equipment, which are required for construction under 
an approved construction program. 

Assistance with respect to maintenance, repair, operating supplies. and capital 
additions for the mining industry is provided pursuant to NPA Order M-7S. 
The access-road program functions under delegation of authority from the 
President to the Administrator of DMPA dated March 8, 1952. 

Priorities and alloeations 

Under the serialization procedure provided in DMPA Order MO-7, this agency 
has assembled basic information on some 3,000 domestic and 300 foreign mining 
und milling operations. This information is used in processing requests from 
domestic producers for adjustment in quarterly quotas of maintenance, repair, 
and operating supplies (to which they may self-assign priority ratings or allot- 
ment symbols under NPA Order M-78), and in processing requests from foreign 
producers for establishment of quarterly quotas. Foreign MRO quotas estab- 
lished for the period October 1, 1951, through June 30, 1952, total $73,080,512. 
The information is used also in connection with recommending action on appli- 
cations from both domestic and foreign producers for ratings or directives on 
major capital additions. In the period between January 1 and August 31, 1952, 
DMPA approved 488 domestic applications for machinery and equipment totaling 
$20,135,716. It worked closely with officials of the Mutual Security Agency and 
the Office of International Trade in screening foreign applications to be acted 
upon by the National Production Authority. 

DMPA facilitates the acquisition of required materials and equipment for 
domestic exploration projects approved by the Defense Minerals Exploration 
Administration, through allotment of steel, copper, and aluminum and assign- 
ment of priority ratings for production equipment and machinery. 
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DMPA also programs the quarterly requirements of the domestic mining 
industry for controlled materials te be used in its construction program ; justifies 
these requirements before the Defense Production Administration; makes quar- 
terly allotments of controlled materials, and assigns DO ratings for other ma- 
terials and equipment, on the basis of applications from mine and mill operators. 
The attached tabulation gives a break-down of the 436 projects approved during 
the fiscal year ending June 30, 1952, with a total estimated cost of $671,709,059. 
An additional 64 projects have been approved between July 1 and August 31, 
1952 ‘ 

Continuous effort is required to meet needs of producers for critical materials 
and equipment, and to assure a satisfactory position for their orders in manu- 
facturers’ schedules. This has been particularly true in the case of small pro- 
ducers who have expanded their operations at the Government’s request. These 
operators frequently do not have established relationship with suppliers and in 
many instances their projects would have been delayed 6 months to a year if 
DMPA had not been able to break bottlenecks on such items as switchgear, 
tractors, special cables and motors. 

Access roads 

Applications for access roads to mine properties are evaluated with the assist- 
ance of personnel in the Bureau of Mines and Geological Survey both in Wash- 
ington and in the field. Upon favorable determination, DMPA requests the 
Bureau of Public Roads to make a field investigation to determine the type of 
road and cost. If the anticipated production justifies the cost of the road, the 
project is certified to the Secretary of Commerce for programing of construction. 

As of August 31, 1952, 230 applications for access roads had been submitted 
to DMPA. Of this total, 57 had been certified or otherwise completed, 76 had 
been withdrawn or denied and 97 were in process in DMPA or other agencies. 
Included were eight trunk roads, costing $4,454,453, to properties certified for 
programs of the Atomic Energy Commission. The total cost of roads certified 
for DMPA is $2,776,815; the Government participation amounted to $2,175,975. 
The total mileage of construction or improvement involved is 484. Eleven of 
the roads are to tungsten properties, and the others affect production of anti- 
mony, asbestos, cobalt, copper, chrome, fluorspar, garnet, iron, lead, manganese, 
sulfur, tin, and zine. 


Manpower, Housing, Utilities, and Transportation 


Accomplishments of DMPA during the past year in promoting availability, 
retention, and efficiency of manpower for the mining industry included arrange- 
ment for deferment, delay in call to duty, revocation of military orders or dis- 
charge from service of approximately 1,150 skilled workers and key personne] ; 
and assistance in arrangements involving recruitment of 2,500 to 3,000 workers. 
In accordance with policy established by the Office of Defense Mobilization, 
DMPA conducted studies and furnished information to the Wage and Salary 
Stabilization Boards in 56 cases involving minerals production. Among other 
things, DMPA established a roster of applications from approximately 350 engi- 
neers, geologists, metallurgists, and geophysicists for referral to employers 
upon request. With the Department. of Labor and the Bureau of Immigration 
and Naturalization, it completed arrangements for the importation of foreign 
workers needed in this country. Industry training programs were encouraged 
and information furnished to mining enterprises and Federal agencies. More 
than half of the companies assisted with manpower problems employ less than 
300 persons and would be considered as small business in the mining industry. 

Continuing need for a program to assure that manpower factors do not inter- 
fere with metals production is clearly indicated by the continued existence of 
problems such as excessive personnel turnover; military induction of skilled 
mining personnel; difficulty of adequately staffing mines and metal processing 
plants; difficulty of securing release of mining equipment from strike-bound 
plants to assure against lost metals production; lack of adequate training for 
underground personnel; and other manpower and industrial relations factors 
that tend to interfere with the maximum production. 
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The housing and utilities program has tended to become more and more en- 
meshed with the construction program. Although DMPA has been helpful in 
obtaining preference for mining personnel in established Government housing 
installations, most of the large mine or mill expansion projects during the past 
year have included housing and utilities in their plans. Where these are com- 
pany-owned and operated, the construction applications are processed by DMPA. 

The principal difficulty in the transportation program has been shortage of ore- 
hauling cars. DMPA has worked with the Defense Solid Fuels Administration 
of the Department of the Interior in encouraging the railroad companies to 


designate railroad cars for shipment of ores and concentrates to the processing 
plants. 


BUSINESS ADVISORY COMMITTEES 


In carrying out its responsibilities it is the policy of the Defense Materials 
Procurement Agency to consult with and obtain the advice of inter- 
ested groups substantially affected by its programs. A number of committees 
have been formally established to furnish advice, recommendations, and opinions 
with respect to particular commodities. As of August 30, 1952, business advisory 
committees had been established for the following commodities: zinc, antimony, 
manganese, lead, copper, phosphate, potash, iron ore, chrome, and spudomene, and 
lithium ores. 

In the formation of committees it is the policy of DMPA to attain fair repre- 
sentation for independent small, for medium, and for large business enterprises, 
for different geographical areas, for trade association members and nonmembers ; 
and for different segments of industry. Membership is limited to persons aec- 
tively engaged in the operation of mining or business enterprises which are con- 
stituent units of the industry. DMPA has complied with requirements in sec- 
tion 701 of the Defense Production Act of 1950, as amended, and standards which 
have been prescribed by the Department of Justice to minimize the possibility 
of violation of the antitrust laws. 


PERSON NEL 


As of August 31, 1952, 169 persons were employed in the Defense Materials 
Procurement Agency. This total does not include persons in other agencies as- 


signed to DMPA or performing functions under delegation of authority from 
DMPA. 
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ECONOMIC STABILIZATION AGENCY 


Economic STABILIZATION AGENCY, 
Washington, D. C., September 22, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In transmitting the detailed reports of the con- 
stituent units of the Economic Stabilization Agency for the past year, I would 
like to discuss briefly the high lights of the Agency’s program as a whole for 
the period the joint committee’s annual report will cover. 

This Agency, as you know, administers the direct control phases of economic 
stabilization over prices, wages, salaries, and rents. It also has a consultative 
interest in all other governmental programs that affect stabilization, particularly 
the so-called indirect anti-inflation programs such as tax policy, encouragement 
of increased productive capacity, allocations, credit control, and savings pro- 
grams. 

Taking the economic stabilization program in all its phases, there can be 
no doubt that during the past year—the second year of the defense emergency— 
the program continued successfully to carry out its twin functions of protecting 
the defense effort and safeguarding the civilian economy. The success of the 
program has been achieved despite the weakening of the direct and indirect 
controls in the Defense Production Act Amendments of 1951 and the further 
weakening in the Defense Production Act Amendments of 1952. 

The outstanding fact is that from the second quarter of 1951 to the second 
quarter of 1952 our defense expenditures increased from an annual rate of 
$34.5 billion to an annual rate of $50.5 billion. In other words, we fed into the 
economy—which was already operating at full employment levels—an extra 
$16 billion of defense expenditures and increased our defense output at the rate 
of $16 billion a year. This huge stepping-up of the rate of defense production 
was accomplished with remarkable smoothness both from the point of view of 
the defense objective and from the point of view of safeguarding the civilian 
economy. 

Thanks to allocation and price controls, defense production was not held up by 
any speculative hoarding of essential materials, such as would ordinarily occur 
in a defense-stimulated or war economy left to the free operation of market- 
place forces. Thanks in large part to the success of the wage-stabilization 
program—operating under a flexible statute which permitted equitable wage 
adjustments so long as they were not unstabilizing—defense production attracted 
ample manpower at fair wages. 

On the civilian economic side, the outstanding fact is the remarkable price 
Stability that accompanied the pumping in of an additional $16 billion of 
defense expenditures. The index of wholesale prices—during the period from 
July 1951 to July 1952—actually dropped about 3 percent. Consumer prices 
during the same period rose only 2.9 percent. It is to be noted that a considerable 
part of that increase is accounted for by the creeping rise in the rent index 
eaused in part by required rent increases and in part by local option decontrol, a 
rise in those food prices not subject to control, and by various other price 
changes in areas where our authority is limited by law. On the other hand, it 
should also be noted that a major factor in the price stability has been the 
high production of consumer goods coupled with consumer resistance to high 
prices. Public confidence in continued stability, which has accompanied the use 
of the controls machinery, has thus been an important cause of the continued 
stability. 

On the side of wages, the record of stability is indicated, as the report of the 
Wage Board points out, by the fact that the monthly rate of increases in adjusted 
average hourly earnings of production workers in manufacturing has been 
slowed down from 0.9 percent during the post-Korean prestabilization period, 
to 0.4 percent since the price-wage freeze. This record of wage stabilization, 
it should be noted, is even more effective than the comparable experience of 
World War II. 

Another aspect of stability is indicated by the record on strikes and work in- 
terruptions. Here the report of the Bureau of Labor Statistics on the first year 
of wage stabilization may be cited. “No long Nation-wide or industry-wide 
strikes occurred during 1951,” the Bureau said, “and in general, stoppages in 
1951 were somewhat shorter than in earlier postwar years. Consequently, total 
idleness caused by such stoppages dropped to 22,900,000 man-days—the lowest 
point since 1944.” 

Except for the steel dispute, the record in 1952 would be as favorable as in 
1951. The steel dispute, however, has to be regarded as an extraordinary de- 
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velopment. It proved too refractory to be successfully handled by the existing 
machinery which up to then had been so effective in setting labor disputes, or 
to be fitted, as far as its price consequences were concerned, into the ordinary 
rules of price administration. Fortunately, the production losses have not had 
the damaging effect upon defense production which had been feared, because of 
the high level of output following the resumption of operations. Also the con- 
sequences of the break in the price line—the granting of a steel price increase in 
excess of OPS standards—when coupled with higher prices for aluminum and 
Chilean copper, have had an imnact on a wide variety of products disbursed 
through a very large sector of the economy: nevertheless these have been con- 
fined to relatively small increases in the prices of mental-fabricated products. 

The achievement of economic stability during the past year, while not to be 
attributed exclusively to the direct controls programs, must be attributed to the 
work of all of the direct and indirect controls programs combined, including, 
of course, the production program. While it is impossible to assess the precise 
contribution that each of the various programs made to the over-all achievement, 
even the most casual anaiysis reveals the active and essential role of the direct- 
controls programs in the economic picture. 

On the price front there are many sectors, both at wholesale and retail, where 
market prices are straining at ceilings. It is in these sectors that sellers are con 
stantly seeking ceiling increases. Obviously businessmen would not undertake 
the burden of making a case for ceiling increases if they did not believe they 
could exact higher prices from their customers once «uch higher prices were 
legalized. 

On the wage front, the best indication of the role of wage stabilization in 
holding down wages is furnished by the numerous Wage Board decisions which 
have cut back the wage levels reached by voluntary collective bargaining. As 
the wage report indicates, 17 percent of all petitions for anproval of wae acree- 
ments have either been denied or modified. It is important to keep in mind here 
that the wage levels of the voluntary agreements were themselves held back hy 
the existence of the wage stabilization program. Many workers who might 
otherwise have held out for higher wage increases were glad to settle for in- 
creases within the cost-of-living formula knowing that such inereases could be 
put into effect immediately without requiring Wage Board approval. 

In the field of rents, the role of controls in restrainine rent rises is heyond dis- 
nute. It is the general recognition that housing is still in short snpply in most 
industrial and military areas, and that rents in such areas therefore need to he 
stabilized, that is responsible for the heavy affirmative vote of local community 
governing bodies to continue Federal rent control after Sentember 30. In addi- 
tion, the pressures generated by stepned-up defense activities have necessitated 





} the certification of more than 120 critical defense honsing areas where compre- 
ee hensive rent control has been authorized under Public Law 96. 
s Side by side with the sectors of the economy in which controls have plaved 
24 and are Mlaving an active role in restraining inflationary pressures, are some 
: 3 sectors where prices have fallen away from ceilings and where for the moment 
zs there is no active function for the controls. Sinee this Agenev has never he- 


lieved in controls for controls’ sake. it develoned the poliev last winter of sns- 
pended ceilings wherever this could be done with safety. Suspension of ceilings 
has relieved the businessmen concerned of the burden of renortine and record- 
keeping recuirements. At the same time—nunlike outright decontrol—the sus- 
pension policy and program have protected the economy avainst the danger of 
a sudden revival of inflationary pressures and the consequent damage that 
wonld ensne hefore proper action could he taken hecanse it provided for a 
trigger mechanism to reactivate the ceilings at the first signs of renewed in- 
flationarv storms. 

In addition to the suspension policy ESA has developed the policy of re- 
moving commletely from controls those price and wage areas which have an in- 
significant effect on the cost of living. Both of these policies are ineornorated 
in the congressional mandate which is part of the new act. But both before and 
since this mandate was put on the statute books, the constituent mnits of FSA 
have used their best efforts—as is detailed in their respective renorts—to extend 
the relaxation of controls to the maximum consistent with safety to the gen- 
eral public. 

The new law contains a mandate that ESA coordinate policies on price, wages, 
and salaries. That coordination has been carried out since the heginning of 
the controls program through the setting of wage and salary policies that are 
fair and compatible with our price policies, and through the rules for absorbing 
wage and other cost increases as long as industry profits do not fall below the 
industry earnings standards level or do not otherwise warrant adjustments for 
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reasons of fairness and equity. The coordination of price and wage policies 
and their relative fairness, are indicated by the fact that wages and prices have 
generally been kept in a‘stable balance with each other. 

As we look toward the future, it appears that the general economic conditions 
which have prevailed during the past 12 months, the period covered by these 
reports, will continue without radical change for the next 6 to 12 months. How- 
ever, our national defense program remains subject to change in the light of 
the changing international situation, and the changing military technology both 
of weapons of offense and of weapons of defense. The need for the various 
phases of an economic stabilization program depends primarily on the decisions 
made with regard to defense requirements and on the impact of these decisions 
on the capacity of the economy. 

Undoubtedly future trends and future needs will be considerably more clarified 
by next spring when the Congress will be called upon to review the economic 
stabilization program and answer the question as to whether or not authority 
for all or just for certain phases of the present program need to be extended, 
whether some of the weakened controls powers should not be strengthened or 
revamped in the light of developments, and whether powers which have been 
removed—particularly over certain foods and over credit—should not be 
restored. 

The attachments which follow contain the reports for the ESA’s six con- 
stituent organizations : the Office of Price Stabilization (p. 88), Office of Rent Sta- 
bilization (p. 85), Wage Stabilization Board (p. 108), Salary Stabilization Board 
(p. 119), Railroad and Airline Wage Board (p. 132), and National Enforcement 
Commission (which is included for the purposes of this report in the material 
submitted by the Wage Stabilization Board. The NEC, originally a subsidiary 
to the WSB, has just recently been established as a separate unit under my super- 
vision). Each of these has been delegated broad operating authority subject to 
policy determinations and direction by the Administrator. 

In their separate reports, each of these organizations discusses, from the stand- 
point of its own operating problems and assignments, the specific points included 
in the letter-questionnaire received from your committee. 

For the Agency as a whole, I am attaching a table showing the distribution 
of our personnel as of August 31, 1952 (following a large-scale reduction in force 
required by our reduced appropriation), as of April 30, 1952 (the peak of em- 
ployment during the past year), and as of August 31, 1951. 

I am also submitting a chart for the Agency as a whole showing our present 
table of organization. 

My staff in the immediate Office of the Administrator assists me in the de- 
velopment of general policy for the Agency as a whole and in the coordination 
of our various control programs. It also assists me in representing the sta- 
bilization program and the interests of stabilization with committees and Members 
of Congress and in all interagency matters—particularly with the Office of 
Defense Mobilization, the Defense Production Administration and its constituent 
units, the Federal Reserve Board, Council of Economic Advisers, Treasury, 
Housing and Home Finance Agency, Agriculture, Defense, State, and other 
agencies and departments having responsibilities under the Defense Production 
Act or related programs. 

Sincerely yours, 
Rocer L. PutNnAM, Administrator. 


Size of staff, Economic Stabilization Agency, Office of the Administration, 
Personnel Section, Sept. 18, 1952 
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OFFICE OF RENT STABILIZATION 


OFFICE OF RENT STABILIZATION, 
Washington 25, D. C., September 10, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In accordance with your request, I am herewith 
submitting a summary of the operations of the Office of Rent Stabilization for 
the year ending August 31, 1952, for incorporation in the annual report of the 
Joint Committee on Defense Production to Congress. 

Legal basis, organizational set-up, and employment figures—The Office of 
Rent Stabilization was established as a constituent organization of the Economic 
Stabilization Agency by general order No. 9 of the Administrator of that Agency 
and the delegation of authority to the Director is made by law, Executive Orders 
10161, 10276, and 10293 and general orders 9 and 12. The organization of the 
Office of Rent Stabilization, consists of the national office, 7 regional offices, 
which are small supervisory units, 175 area offices and 114 branch offices, which 
are the operating units. As of August 30, 1952, employment figures were: 


National office: 
Full-time employees 272 


STIPE, UENO 10 Sl OF cea dense ahi ceric noeneien ni nisweheaesrrenee 2 
Field offices : 
Nee ee ee nn nee masa bakin wantin 2, 475 
SP 0s ee ce eeacnaneigher nena 3 
Rent advisory board members (without compensation) (433 active 
en 4, 572 
Programs 


The Office of Rent Stabilization is responsible for the administration of the 
Housing and Rent Act of 1947, as amended. Title I of this act pertains to 
preference given to veterans and members of their families in the rental and pur- 
chase of newly constructed and converted housing accommodations. Title II of 
this act pertains to Federal rent control. The administration of title II is the 
primary function of this agency. 

In 1951 Congress, in amending the Housing and Rent Act of 1947, provided for 
the establishment of critical defense housing areas and the establishment of 
Federal rent control in these areas. Since the enactment of the Defense Produc- 
tion Act Amendments of 1951 and up to September 1, 1952, 115 areas have been 
certified by the Secretary of Defense and the Director of Defense Mobilization 
as critical defense housing areas and rent control has been established therein. 
Reactivation or establishment of military installations was the basis for estab- 
lishment of 80 areas. Expansion of defense plant activities accounted for the 
certification of 21 areas and both factors accounted for the establishment of 
the remaining 14 areas. 

Federal rent control is now in effect in 291 defense-rental areas and covers 
more than 6,815,000 rental dwelling units. Of these areas, 92 are critical de- 
fense housing areas, 176 are noncritical and 23 are mixed areas; 915,600 units 
are under control in the critical localities and 5,899,400 in noncritical localities. 

During the year ending July 25, 1952, the Director granted 2,024,839 adjust- 
ments increasing maximum rents. (Included in this number were 1,533,198 
granted under the statutory 20 percent provision between August 1, 1951, and 
July 25, 1952.) During the same period he granted 71,456 certificates relating 
to eviction. During the period January 1, 1952, to July 25, 1952, the Director 
decreased 22,295 maximum rents on his own initiative or on application of 
tenants. 

In each defense-rental area there is at least one local rent advisory board which 
makes recommendations to the local area rent director on individual rent ad- 
justments and eviction cases and general recommendations to the Director of 
Rent Stabilization with reference to control, recontrol, and decontrol of areas 
and portions thereof, or classes of accommodations and over-all rent adjust- 
ments. During the year ending July 31, 1952, these local boards have reviewed 
more than 45,000 individual cases. During the month of July 1952, 1,324 oral 
hearings were held by such boards in individual cases. These boards have 
also made numerous recommendations to the Director with reference to recon- 
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trol and decontrol of areas, portions of areas, or classes of accommodations and 
other recommendations for changes in the rent regulations affecting the area 
under their jurisdiction. 

During the year in question, 304,387 rental units were decontrolled under the 
local option provisions of the law and 77,007 units were decontrolled by the 
Director either on his own initiative or on recommendation of local rent ad- 
visory boards. In numerous instances the local boards recommended decontrol 
of classes of accommodations such as hotels or motor courts. 

During the year, 1,326 appeals were filed with the Director of Rent Stabiliza- 
tion. These appeals were filed by landlords and tenants from orders entered 
by the area rent director in individual cases. 

During the year ended July 25, 1952, 251,305 tenants’ complaints were received 
alleging violations of the rent regulations. As a result of action by the agency, 
compliance with the regulations was obtained in 93,182 cases. (A case involves 
one or more tenants’ complaints and covers such violations as decreases in 
services, overcharges, etc.) Refunds amounting to $3,079,722 were obtained for 
28,116 tenants and damages amounting to $261,776 were collected on behalf of the 
Government in voluntary settlements. 

The Litigation Branch hand'ed those cases which the Compliance Branch or 
the local board could not dispose of before court action by a voluntary settlement. 

During the year in question 3,521 suits were filed by the agency in the United 
States district court and 2,848 cases were disposed of during the same period. 
The total judgments awarded amounted to $1,535,273. During the same period, 
as a result of increased activity to collect unpaid judgments, 2.475 judgments 
were collected in a total sum of $1,118,672, of which $904,012.13 was refunded 
to tenants who were overcharged and $214,659.87 was paid into the United States 
Treasury. 

The Litigation Branch also handled numerous defensive suits, actions against 
officials or employees of the Office of Rent Stabilization or members of the local 
advisory boards, and all appeals to the circuit courts of appeals. 

Seven regulations issued by this agency were in effect on September 1, 1952: 
Four substantive rent regulations dealing with houses and apartments, rooming 
houses, hotels, and motor courts; two procedural regulations, one relating to 
rent-stabilization procedures and the other relating to local rent advisory board 
recommendations ; and one substantive regulation relating to veterans’ preference. 

During the vear 424 amendments were issued to the 4 substantive rent regula- 
tions, 108 of these amendments were substantive and 316 were schedule A amend- 
ments having the following effect in defense-rental areas: 108 decontrol cases, 
10 recontrol actions, and 198 amendments authorizing critical rent control to be 
put into effect. 

During the reporting period the Office of Rent Stabilization cooperated with 
many Federal agencies in the establishment and adjustment of maximum rents 
in housing operated by other Federal agencies in defense-rental areas, and in 
effectuating the purposes of the Budget Bureau regulations with reference to 
rental and service charges to employees of the Federal Government. Continuing 
negotiations were had in particular with the Budget Bureau, the Atomic Energy 
Commission, the Defense Departments, the Federal Housing Administration, and 
the Public Housing Administration. 

The amendments to the Housing and Rent Act of 1947, which were effective on 
June 30, 1952, made the following important changes in the rent law: 

1. They extended Federal rent control in critical defense housing areas until 
April 30, 1953. 

2. They provided for the termination of rent control on September 30, 1952, 
in all the remaining areas except in any incorporated city, town, village, or un- 
incorporated area of any county which provides by resolution or by popular 
referendum for its continuance after that date. Rent control also will continue 
after September 30, 1952, in the unincorporated localities in the defense-rental 
area in which one or more incorporated cities, towns, or villages constituting 
the major portion of the area have passed the necessary resolutions. 

3. The amendments also provided that, except in cases of local option re- 
eontrol, the Director shall not reestablish rent control in any defense-rental 
area previously decontrolled by local option until after a public hearing on 30 
days’ notice. 

4. Under these amendments the Director of Defense Mobilization was author- 
ized to appoint a Defense Areas Advisory Committee to advise him with respect 
to the determination of critical defense housing areas under the act, and the 
Defense Housing and Community Facilities and Services Act of 1951, as amended. 
The Committee consists of the Chairman, a representative of the Economic 
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Stabilization Agency, and representatives of the Department of Defense, the 
Housing and Home Finance Agency, and the Office of Rent Stabilization. 

5. The amendments also provided that all Federal agencies must establish and 
administer rents and service charges in accordance with the Bureau of the 
Budget regulations where they supply quarters to Federal employees. 

6. Title I of the Housing and Rent Act of 1947, as amended, was also amended 
to extend the veterans’ preference provisions to April 30, 1953. 

The Defense Production Act of 1950 was amended to set up a protest and 
court review procedure of orders and regulations of the Office of Rent Stabiliza- 
tion. The Emergency Court of Appeals has exclusive jurisdiction in such cases, 
subject to review by the United States Supreme Court. 

The effectiveness of the program.—The Bureau of Labor Statistics survey of 34 
cities (of which 25 have been under rent control) for the period from September 
15, 1951, to July 15, 1952, shows that rents have increased 3.2 percent. On Sep- 
tember 15, 1951, the rent index was 137.5, while on July 15, 1952, it was 141.9. 

As a result of the existence of a local rent advisory board in each rent-control 
area, the Housing and Rent Act, as amended, and the regulations issued pur- 
suant thereto are administered at the local community level with minimum con- 
trol from Washington. Every rent advisory board consists of at least one 
landlord representative, one tenant representative, and three public-interest 
representatives. Rent advisory board members who are nominated by the gov- 
ernors of their respective States and appointed by the Director of Rent Stabiliza- 
tion, receive no compensation for their services. These boards hear appeals 
from landlords and tenants who are dissatisfied with orders issued by the local 
rent director. They also play a major role in keeping the public inform ’d on 
the provisions of the Housing and Rent Act and the rent regulations and gain 
public acceptance for the program. 

Current need for the program.—Rent control plays a major part in the defense 
effort by protecting, among others, defense workers and military personnel from 
unreasonable rent increases and unwarranted evictions in those areas where 
rental housing is in short supply. It is an important morale factor to defense 
workers and military personnel as it assures a reasonable degree of security 
in the dwelling units they occupy and at reasonable rents. Rent control is a 
significant factor in reducing the turn-over of defense employees by prohibiting 
evictions except upon cause ; such as, in cases of sale of the property for occupancy 
by the purchaser or members of his immediate family, or in cases of major 
improvements, or where the tenant fails to live up to the obligation of his tenancy. 

The current need for the program is evidenced by the rental studies made of 
cities over 40,000 in population where rent stabilization is being administered 
but where critical designations have not been made. <A representative cross sec- 
tion of these cities has disclosed that the available vacancy rate has decreased 
in a number of these cities since the spring of 1950. The rents for uncontrolled 
units in these cities were about 60 percent higher than the rents for comparable 
controlled units. Furthermore, a comparison of rents first charged after June 
1950, for dwelling units which were not rented prior to that date, with the maxi- 
mum rents subsequently ordered by the area rent offices for those units, showed 
a signnficant difference. In spite of a liberal “first rent” reduction policy and 
after making full allowance for all rent increases authorized by law or regula- 
tion, these “first rents” were about 42 percent higher than the rents of controlled 
comparable accommodations to which these “first rents” were reduced. (A 
“first rent” is a dwelling unit which was not rented on the day as of when 
rents were stabilized but was rented after that date and is subject to reduction 
to the rent generally prevailing in the area for comparable accommodations. ) 


Vajor problems which now confront the Agency 


1. The automatic termination of Federal rent stabilization on September 30, 
1952, in those communities which have not been certified as critical defense 
housing areas under Public Law 96, unless prior to that date the governing be dy 
by resolution, or the people through a popular referendum, declare that a housing 
shortage still exists and request Federal rent control to continue. As of Septem- 
ber 1, approximately 500 out of approximately 2,500 governing bodies have tek n 
affirmative action to request the continuance of Federal rent control. Following 
is a list of some of the larger cities which by resolution have requested that 
Federal rent-control continue : 


Boston, Mass. Pittsburgh, Pa. 
Chicago, Il. South Bend, Ind. 
Newark, N. J. Memphis, Tenn. 
Philadelphia, Pa. St. Louis, Mo. 
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2. The rate of certification of critical defense housing areas under Public 
Law 96 requesting the establishment of Federal rent control. As of September 
1, 1952, 115 areas were certified, most of which were located in or around mili- 
tary establishments. 

I have designated Robert A. Sauer, assistant general counsel, as the person 
in this agency to be responsible for compiling the necessary material for this 
report. 

Sincerely yours, 
JAMES McI. HENDERSON, 
Director of Rent Stabilization. 


OFFICE OF PRICE STABILIZATION 


OFFICE OF PRICE STABILIZATION, 
Washington 25, D. C., September 17, 1952. 


Hon. BurRNET R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

DEAR SENATOR MAYBANK: I am transmitting herewith the summary of opera- 
tions of the Office of Price Stabilization from October 1, 1951, to September 1, 
1952. This is in response to the request we received from the committee August 
22, 1952. 

If the committee desires additional information on the operations of the 
component offices of the agency, I shall be very glad to provide it. 

Sincerely yours, 
TicgHE E. Woops. 


SUMMARY OF OPERATIONS 


Continuation of the Korean conflict and the rearmament program here and in 
Europe have kept many important areas of our economy under continued infla- 
tionary pressure. Foremost among these areas have been the industrial mate- 
rials and industrial equipment closely associated with the defense production 
program—such as metals and machinery, some chemicals and petroleum—also 
many segments of the food industries. 

The cost of living continued a creeping advance during the fall of 1951, was 
then held stable until the summer of 1952, but reached new successive peaks in 
July and August as the cost of food, personal services, and rent mounted. 

Producers’ prices generally were kept below the peak reached at the time of 
the price freeze. While some price increases had to be granted for products 
where higher costs made former ceilings no longer equitable, these were offset 
by declines in the market prices of other products, notably those that had been 
most sharply affected by the speculative buying wave of 1950. The serious 
distortions in price relationships which had developed before the OPS program 
got under way have now been largely remedied. A comparison of consumers’ 
prices with wholesale prices and spot market prices of highly volatile raw mate- 
rials shows a very sharp divergence between Korea and the freeze—and a clear 
reversal to a more balanced relationship which has characterized the price pattern 
of recent months. 

The restoration of a more equitable and balanced price pattern was facilitated 
by market reactions to the 1950 boom. These reactions, no doubt, were in part 
due to increases in taxation and restraint of credit. They were set off, however, 
early in 1951 when the price freeze ended buying based on fear of and also on 
hope for higher prices. This elimination of speculative demand helped maintain 
stability throughout the past year. 

In addition, direct price control was an essential condition for such stability 
as it prevented producers in the areas of inflationary pressure intimately related 
to defense from raising prices to the full extent which market conditions would 
have allowed. Thus, for instance, larger price increases would otherwise have 
resulted in basic iron and steel, aluminum, copper, petroleum products, and some 
chemicals; fabricators of these commodities would have added more than per- 
mitted under OPS regulations, and the price charged the industrial eonsumer 
would have been inevitably higher. Direct price controls have served as a brake 
on inflation as OPS standards prevented many price increases and limited others. 

Where softening of markets reduced selling prices materially below ceilings, 
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OPS proceeded to suspend controls with the understanding that ceilings would 
be reimposed if and when necessary. This suspension program was approved by 
the Congress when it inserted a new section 412 into the Defense Production Act. 
In executing the provisions of this section, OPS more recently also revised its 
decontrol standards. 

The past year was also marked by acceleration of the tailoring program (i. e., 
the refinement and improvement of the regulatory structure), by an increased 
volume of relief applications arising out of higher costs, and by the development 
of standards providing appropriate relief to assure essential supply. 

Another significant program brought through its experimental stages during 
the year was community pricing of food. Tested plans, based on a similar and 
highly effective program of World War II, were laid to extend community food 
pricing to cover much wider territory in the immediate future. 
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Late in August, with the approval of the Economic Stabilization Agency, OPS 
mapped out a program designed to marshal the Agency’s curtailed forces in 
order to carry out basic stabilization objectives. It takes account of current 
economic conditions, as well as limitations on time, funds, and authority imposed 
by the amended Defense Production Act and sharp reduction in congressional 
appropriations. 

The past year also has seen the shifting of much of the responsibility and 
authority for the operating program to the field organization—that is, to the 
regional and district offices where OPS actually meets the public. 


AUTHORITY FROM WHICH OPS DERIVES ITS POWERS 


Ceiling price regulations 

Title IV of the Defense Production Act, as supplemented by title VII of that 
act (Public Law 774, Slist Cong., 2d sess.), is the source of statutory authority 
for ceiling price regulations and orders. The Defense Production Act was 
amended significantly in both 1951 (Public Law 96, 82d Cong., Ist sess.) and 
1952 (Public Law 429, 82d Cong., 2d sess.). As amended by the 1952 Extension 
Act, the statutory authority for price control will expire on April 30, 1953, unless 
extended prior to that date. 

Title [IV contains comprehensive authority for the control of prices and wages, 
although this authority has been restricted considerably by the 1951 and 1952 
amendments. The basic substantive requirement for a price regulation is that 
it be “generally fair and equitable” and effectuate the purposes of the act. 

The principal limitations on this authority are (1) that ceilings on agri- 
cultural commodities, and on commodities processed from them, shall reflect 
parity to producers of the particular farm commodity; (2) that distributors of 
commodities shall not be denied their customary percentage or other margin 
enjoyed by them as a group during the pre-Korean month; and (3) that manu- 
facturers be permitted to pass on, in the form of higher ceiling prices, those 
cost increases incurred through July 26, 1951. 

Certain areas of the economy have been exempted from regulation by the 
original act or by its amendments. This includes real property; rates or fees 
charged for or compensation paid for professional services, including engi- 
neering, architectural, and accounting services; materials furnished for pub- 
lication by press associations, books, magazines, motion pictures and news- 
papers, radio, television, theaters, outdoor advertising, insurance rates; rates 
of public utilities, terminal warehouses, common carriers, and numerous serv- 
ices provided by railroads; commodity exchange requirements; prices charged 
by barbers, beauticians, and bowling alleys; and sales made by States anu 
other political subdivisions, 

In addition, by the 1952 amendments fruits and vegetables in fresh or proc- 
cessed form were exempted from price control. This is by far the most signifi- 
cant of the statutory exemptions since these commodities comprise nearly 21 
percent of the consumers’ food dollar. 

The President’s powers with respect to price stabilization were delegated to 
the Economic Stabilization Administrator by Executive Order 10161 (15 F. R. 
6105). By General Order No. 2 (16 F. R. 738), the Economie Stabilization 
Administrator in turn redelegated the price-control functions to the Director of 
Price Stabilization. 

Meat distribution program 

The slaughter registration program of OPS is conducted pursuant to section 
101 of title I of the Defense Production Act of 1950. That section conferred 
authority on the President to make allocations of materials. Insofar as food 
is concerned, the President’s allocation authority was delegated to the Secre- 
tary of Agriculture by Executive Order 10161 (15 F. R. 6105). By Defense 
Food Delegation No. 4 (16 F. R. 1272), the Secretary of Agriculture redelegated 
the authority to allocate meat to the Economie Stabilization Administrator. 
This authority was redelegated to the Director of Price Stabilization by General 
Order No, 5 of the Economie Stabilization Administrator (16 F. R. 1273). 

Prior to July 81, 1951, the OPS program included (a) registration of author- 
ized slaughterers, and ()) determining allocations for registered slaughterers. 
Section 101 was modified by the Defense Preduction Act Amendments of 1951, 
which added the following sentence: “No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered or 
handled by any processor.” Subsequent to July 31, OPS has continued the 
registration program but not the allocation program. 
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By the 1952 legislation section 101 again was modified. The new amendment 
prohibits OPS from placing limitations on the species, type, or grade of live- 
stock slaughtered, or method of slaughtering. In addition, the allocation of 
meat was prohibited in the absence of a determination by the Secretary of 
Agriculture that the over-all supply of meat is inadequate. However, this fur- 
ther restriction on an allocation program was accompanied by the express ap- 
proval, in the new section 101, of the grading and grade-marking program used 
in the price-control program. 


THE PRICE STABILIZATION PROGRAM 


The task of price stabilization was very much complicated by the market re- 
action to the panic buying of the post-Korean period. Evidence of softness in 
relation to ceilings begin to appear a year ago, particularly in nondurable goods 
industries. At the same time, however, severe price pressures remained or 
developed in many heavy goods fields, notably as to the basic metals and machin- 
ery, and in some parts of the food industry. In this mixed market OPS was 
besieged by strong requests for decontrol of whole areas of the economy from 
one side and equally urgent requests for higher ceilings from the other. It had 
to formulate principles and procedures for coping with both aspects of the price 
picture, which presented complex problems without precedent and which neces- 
sitated a shift in emphasis in the over-all stabilization program. 

During the course of the year, OPS determined eligibility for and amount of 
price increases on the basis of four standards. The industry earnings stand- 
ard requires that prices be high enough to permit each industry to earn 85 
percent of its average for the best 3 years during 1946-49, adjusted for any in- 
crease in net worth since that period. The product standard permits upward ad- 
justments on individual products or product lines, even where the earnings stand- 
ard is already satisfied, to permit average producers of that product line to 
break even on it. Individual sellers may receive price increases even where 
none are due under the industry earnings and product standards where such 
relief is necessary to avoid losses. The essential supply standard permits ad- 
justment of ceiling prices to the extent necessary to meet the overriding defense 
demands for production or supply of an essential commodity or service. This 
standard, developed during this last year, is incorporated in General Overriding 
Regulation 29 of May 23, 1952. Procedures used in applying the industry earn- 
ings standard have recently been simplified so as to facilitate quick action on 
relief applications Which have multiplied as the result of recent wage and freight 
increases, 

Based on these standards as well as on the changing requirements for direct 
controls during the past year, the Agency issued 99 ceiling price regulations in the 
12-month period. Of these 52 applied at the manufacturing or processing level. 
24 were for resellers, 10 covered all sellers, and the remainder applie? to mis- 
cellaneous categories. On a commodity basis, 38 ceiling price regulations were 
established for lumber and paper products; 22 covered metals, machinery, and 
automotive products ; 21 regulations were in the food and related products area ; 
and the remaining 28 covered miscellaneous commodities. 

In addition, the Agency issued 157 supplementary regulations, 17 general over- 
riding regulations, 620 amendments, 47 revisions, 45 collations, and 55 dele- 
gations of authority. Through July 31, 1952, OPS individual price actions totaled 
3,114,496 as follows: 

Individual price action.—Applications through July 31, 1952: 


Total ae 


Field offices 


Adjustments _-. : ; ogee hi 30, 058 
Authorizations _- Peet : ae 26, 068 
Determinations with a time limit 

Filings. jaa 


Total , ies ae 3, 114, 496 


During the early part of the year which has elapsed since our last report 
to the joint committee, the Agency continued its development of tailored regula- 
tions which had been undertaken immediately after the general freeze. The 
tuilored regulations set specific dollar-and-cent ceilings for as many industries 
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as practicable. In other regulations, base periods for margin calculations were 
selected for specific industries—periods in which prices were at an appropriate 
level and internal price structure fair and well balanced. In still others, pricing 
formulas were devised to express customary industry pricing methods, providing 
against continuous escalation by setting cut-off dates for cost calculation. 

A great part of the Agency’s efforts during the year were devoted to trying to 
stabilize prices within the framework of legislative changes. A series of regula- 
tions were issued implementing the Capehart amendment requirement that 
ceilings reflect cost changes frem Korea through July 26, 1951. So far, over 
4,300 companies have filed about 8,200 applications for inereases on individual 
product lines. A general overriding regulation had to be developed to implement 
the Herlong amendment provision regarding customary pre-Korean wholesale 
and retail margins, 

Rising transportation costs led many industries to request OPS for price 
relief, particularly after the ICC completed a general freight rate increase this 
May. A number of special price regulations permitted distributors to pass 
through any increase in transportation costs. For a number of other products, 
however, particularly bulky ones involving relatively high freight costs in 
relation to value, special provision had to be made in revised regulations. Ceil- 
ings of most consumer goods have also been adjusted to cover freight increases. 
Pass-through on metals 

The standards developed by OPS spelled out the requirement of the law that 
price ceilings must be “generally fair and equitable.” Thus, they permitted 
reasonably uniform application of this basic legal provision to a great variety of 
factual conditions in highly diverse industries. In the spring and summer of 
1952, however, OPS was obliged to grant a number of price increases going 
beyond OPS standards, as the Director of Defense Mobilization found that such 
increases were necessary to facilitate defense production, regardless of the 
consequences for the stabilization program. Thus, copper ceilings were raised 
in May after abrogation by Chile of its marketing agreement with this country. 
Steel prices were raised in August to reach a settlement of the strike which had 
paralyzed this industry. Also in August, OPS raised aluminum ceilings under 
its own essentiality standard. 

Inasmuch as the ce‘ling-price increases on these three primary metals were 
determined to be too large for most manufacturers to absorb, methods had to be 
developed for passing the increases on through production channels. Relief 
from these cost increases could not feasibly be handled under the industry earn- 
ings standard because of the great administrative burden of the surveys that its 
widespread application would have entsiled, and the relatively long delay in- 
volved. There was finally a decision to permit each fabricator to pass-through 
the entire dollar-and-cent increase in his costs for steel, copper, and aluminum, 
but no more except as other cost increases might require price increases under 
other standards, 


Community pricing program 


The consuming public spends over one-third of its budget for food, and in the 
last year food prices rose 3.8 percent as of August 15. Despite the pressure 
thus exerted on living costs, OPS has faced serious obstacles in attempting to 
stabilize food prices. Introduction last spring of potato ceilings, for instance, 
was countered by withholding and distortion of normal distribution, about 
which no doubt can remain since the market was flooded directly after controls 
were removed. Potatoes reappeared although at prices substantially in excess 
of the former generous ceilings. 

In extending the Defense Production Act this June, Congress removed all 
price-control authority over fresh and processed fruits and vegetables. Parity 
and other legal minimum provisions retained in the act prevent firm ceilings on 
most other farm products, providing an additional great obstacle to effective 
stabilization of food prices at the retail level; except at higher levels than 
now exist. 
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However, a pilot community pricing program on grocery products under OPS 
control proved successful, and beginning in October the agency is extending 
community pricing to about half the American public, living in 55 local areas 
around OPS district offices. 

Presently, the most important items as indicated by local preference and 
sales volume are being selected for inclusion on price posters which will list 
dollar-and-cents ceiling prices on about 400 separate items for each of the four 
OPS classes of retail outlet in each area, and wholesale price information and 
chain-store cost data are being collected as a basis for setting the community 
prices, in conjunction with the trade in these communities. 

The basic list of groceries to appear on the original posters will inclnde about 
20 percent of the foods covered by the Consumer Price Index. Branded bread 
(6 percent of foods in CP!), fresh meat (25 percent), fluid milk (11 percent), ice 
cream, cake, and soft drinks (5 percent) are controlled by other price regula- 
tions. Bread and milk may later be included under community pricing. Fruits 
and vegetables (21 percent) are legally excluded from price control; sugar (2 
percent) is exempted; fresh poultry (5 percent) and eggs (5 percent) are not 
presently under control because of parity provisions. 

Community pricing is not intended to affect the general price level of covered 
items, but will promote uniformity in pricing among stores in the same OPS 
class in the area and eliminate the necessity of retailer conmputation of ceilings 
on those items. The program simplifies compliance and understanding from 
the buyer's and seller’s view, since it provides identifiable ceiling prices on the 
items involved, 


Suspension and decontrol 


A year ago our report to the Joint Committee on Defense Production also noted 
that “a number of commodities are selling below ceiling prices, particularly 
textile products and consumer durable goods.” Most of these soft markets per- 
sisted, and examination of the economic forces at work led the Director to appoint 
a spe ial too ctaff (ompit e to study toe qne:tion o° rela ng co itrols where 
controls were not currently needed because the free competitive market could be 
depended on to hold prices in check. 

In the past 6 months, under the guidance of that committee, controls have 
been suspended or eliminated in a number of areas where prices remained soft. 
Among the basic raw materials suspended are cotton, wool, hides, synthetic 
fibers, burlap, and vegetable oils. Manufactured products included yarns and 
fabrics made from the suspended textile fibers, leather, bulk and bottled whisky, 
wines and spirits, cotton linters, bedding, radio and television sets, soft-surface 
floor coverings, and many related products. Other areas are under study. 

The course of prices in the suspended commodities is under constant. surveil- 
lance, and the agency is prepared to reimpose controls on short notice if infla- 
tionary trends develop again in the soft-market areas. Notice has been given 
to each industry that the suspension will be revoked if prices rise to a pre- 
determined level, and that control will be reimposed at ceilings no higher than 
those existing before suspension. 

Suspension standards have been adopted by the agency and given wide publicity 
as guides to its future suspension policy. 

The drastically curtailed appropriation has required OPS to concentrate its 
efforts where the price-stabilization program can be most effectively carried out 
and most useful. The agency has liberalized its decontrol standards to permit 
the exemption of many commodities and services insignificant in the cost of 
living of the average American family or in business costs, and of other, perhaps 
more significant, items that cannot be effectively controlled except at exorbitant 
cost of manpower and energy. Among items decontrolled are ice, luxury furs, 
stumpage, and a host of relatively unimportant commodities. 
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Cooperation with other agencies 


The Office of Price Stabilization has implemented its policy of encouraging co- 
operative activities with all Government departments and agencies. A specific 
agreement has been entered into between the Director of Price Stabilization 
and the Chairman of the Munitions Board involving procedure to effectuate price 
stabilization in Department of Defense activities. Also, an agreement has been 
entered into between the Director of Price Stabilization and the Administrator, 
Defense Production Administration, to coordinate issuance of allocation orders 
on the one hand and price regulations on the other. A similar type of agreement 
is also in effect with the Department of Agriculture, 

Close liaison has also been established between top-echelon personnel of other 
defense and defense-supporting agencies of the Government. The Office of Price 
Stabilization also participates in many interagency policy and operating com- 
mittees and has been represented on ad hoc committees established from time 
to time by the President or the Director of Defense Mobilization. 

The important and complicated price-adjustment problems of foreign copper, 
Navy special fuel oil, and east-coast heating oil, for example, involve close work- 
ing relationships not only with the emergency production agencies, including 
the Office of Defense Mobilization, the Defense Production Agency, and the Na- 
tional Production Authority, but also with the Departments of State, Defense, 
and Interior. In working with the officials of these agencies every effort was 
made to reconcile production and stabilization objectives. 


Liaison with Congress 


Special effort has been made to maintain liaison with Congress. The focal 
point for this activity has been the Joint Committee on Defense Production, 
which has been supplied with weekly reports on principal OPS actions. The 
Director and OPS staff members have cooperated closely with the committee 
chairman and his staff. A continuing liaison has also been maintained with 
the Banking and Currency Committee of both Houses. When requested, OPS 
experts have been made available to assist the congressional staff in drafting 
legislation. This was an important activity during 5 months of hearings and 
debate on extension of the Defense Production Act. 

Every effort has been made to interpret and explain OPS policies and programs 
to the Members of Congress, and to ascertain congressional intent with respect 
to any ambiguous aspects of the Defense Production Act. In addition, facilities 
have been provided for handling specific congressional inquiries and requests 
for information or services. 

Many aspects of price control are controversial, and, because of the scope 
and changing impact of the program, numerous problems have arisen throughout 
the country. For these reasons individuals and special-interest groups have 
maintained an active correspondence with Congress on price-control matters. 
Many of the inquiries are of a technical nature or require statistical research 
to provide an adequate answer. As requested by Members of Congress, the OPS 
staff has assisted in handling many of these inquiries. 


EFFECTIVENESS OF PROGRAM 


One year ago Michael V. DiSalle reported to the Joint Committee on the 
Defense Program. He properly contrasted the rapid and dangerous inflation 
which gripped the economy in the months following the attack on South Korea 
with the return of public confidence and the recession of the inflationary spiral 
after the general price freeze. 

In the year just elapsed these gains have been substantially held. No new 
inflationary surge has depreciated the value of the dollar. 
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Despite the increasing proportion of our national output going to defense and 
the transition from a budgetary surplus to deficit spending on the part of the 
Federal Government, there has been no evidence of resumed panic buying either 
from business or the consumer. 

Last October Mr. DiSalle described the persistence of price pressure in many 
areas of the economy—metals, the defense-related segments of the economy, and 
in many foods—in contrast to “soft areas,” especially textile products and con- 
sumer durables, which were selling below ceiling. Generally speaking this 
situation has persisted. : 

Relative price stability has characterized most markets in the past year. We 
have had neither the rapid mounting of prices of the immediate post-Korean 
period nor the violent readjustment following the price freeze. Prices of basic 
commodities, farm products, minerals, and other raw materials which had, as 
a whole, risen most, declined markedly after the spring of 1951. As a result, 
emerging price relationships were more like those of the pre-Korean period—on 
a level about 12 percent higher. 

Raw-material prices in August 1952, as represented in the BLS 28-commodity 
spot index, were about 10 percent below a year ago, 27 percent below the freeze 
level—in contrast to the 46-percent rise before the freeze. 

Primary market prices, according to the BLS wholesale price index, were about 
2 percent below a year ago and 5 percent below peak at the time of the general 
price freeze. In relation to post-Korean peak prices, industrial commodities 
as a whole declined less than farm products. In comparison to pre-Korean prices, 
however, farm commodities have risen more than industrial products. Meats 
remained relatively high despite declines over the past year, especially of whole- 
sale beef. ; 

Consumer prices continued to rise. By August, they were up about 3 percent 
over a year ago and 4 percent over the general freeze level. The recent rise 
has been much less than the 1-percent-per-month rate which occurred in the 
8 months after Korea—only 0.2 percent per month over the past year. By 
August 25, however, food prices at retail were 16 percent above the pre-Korean 
level (June 1950). Increased freight costs and other handling expenses appear 
to have been important factors in the increased spread between prices received 
by farmers and the cost of food to the consumer. 

In general, however, price relationships are more normal as a result of the 
previously mentioned converging price movements of the past year. Thus, in 
July (latest data available for all series) raw-material prices were 19.1 percent 
higher than the pre-Korean level ; wholesale prices 11.2 percent higher: and con- 
sumer prices 12.1 percent higher. (See chart 1, p. 89.) 


The cost of living 


Despite the fall in raw-material and producers’ prices, consumers’ prices, as 
represented by the Consumers’ Price Index of the Bureau of Labor Statistics, 
showed that the cost of living for moderate-in¢ome urban families reached suc- 
cessive new peaks in July and August. As chart 1 on page 89 shows, the over- 
all increase in consumer prices for the first time since Korea was larger—al- 
though only slightly—than wholesale prices. Moreover, the immediate prospect 
is for further rise in the cost of living in view of the certainty of rent increases, 
the strong likelihood of further advances in retail food prices apart from sea- 
sonal movement, of higher prices for consumer durables as a result of the recent 
price increases in steel, copper, and aluminum, and finally, the appearance of 
new strength in the textile market. 

The changes in major components of the Consumers’ Price Index since Korea 
are shown in the following diagram: 
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CHART 2 


CHANGES IN MAJOR COMPONENTS 
OF CONSUMERS’ PRICE INDEX 


JUNE 1950 - JUNE 1951 Ea 

JUNE 1950 - JUNE 1952 Ea 
SINCE KOREA, INCREASED LIVING COSTS WERE UP MORE THAN 
1) PERCENT IN JUNE, 1952. OVER THE PAST TWO YEARS , FOOD 
COSTS HAVE GONE UP DISPROPORTIONATELY 
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Actually, the rate of increase in consumer prices has not been rapid since the 
price freeze or during the past year. The index of consumer prices, which was 
187.4 in October 1951, was 190.8 in July 1952, an increase of 2 percent, or of about 
one-fifth of a percent per month. 

But the important thing to observe is that living costs have gone up again 
during the past year and there is every indication that they will continue to do 
so. The dangers of creeping inflation may not be as dramatic as the more rapid 
variety but, over a sustained period, they can be just as destructive of the sav- 
ings, annuities, pensions, insurance, of those in our economy who lack the bar- 
saining power to keep their income apace of rising living costs. 
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The contribution of each of the major components of the Consumers’ Price 
Index to the 1951-52 rise in the cost of living is shown by the following diagram: 


CHART 3 
CONTRIBUTION OF COMPONENTS 


OF CONSUMERS PRICE INDEX 
TO INCREASED LIVING COSTS 


DURING THE PAST YEAR , LIVING COSTS ROSE MOSTLY BECAUSE OF 
HIGHER PRICES FOR FOOD , PERSONAL TRANSPORTATION AND MEDICAL CARE 
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During the past year living costs have gone up because rises in food, rent, 
nvedical care, and personal transportation have been important enough to offset 
decreases in housefurnishings and apparel. Three separate studies prepared by 
the Bureau of Labor Statistics for December 15, 1951, March 15, 1952, and 
June 15, 1952, have all indicated that 50 percent or more of consumer expendi- 
tures were made at their 1951-52 peak price levels. In all three surveys at 





98 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


least 70 percent of consumer expenditures were for commodities which have 
been within 2 percent of their peak during the past year. Since the Consumers’ 
Price Index has risen further since June, these figures understate the current 
situation. 

Because of legal limitations upon its authority, the Office of Price Stabiliza- 
zation cannot bring the rise in the cost of living to a halt. We cannot set agri- 
cultural commodity price ceilings lower than the legal minimum,’ and processed 
commodities are required by law to reflect price increases to these legal minima. 
We have no control over prices of fresh or processed fruits and vegetables, hair- 
cuts, beauty-parlor services, or public utility rates—including streetcar, rail, 
and bus transportation. Within the scope of our authority we have striven to 
hold down prices and we shall continue to do so. 

But at the present cost of living, the proportion of items at peak effectively 
contradicts those who attributed pervasive “softness” to markets. Without 
direct price controls present prices of a variety of items, ranging from gasoline 
and fuel oil to coffee, milk, and laundry services, would be higher without OPS. 


The effect of direct price control 


Statistical evidence alone can never determine conclusively the effectiveness 
of a price stabilization program. For the aim of such a program is not a rigid 
freeze of all prices which would seriously hamper the functioning of our econ- 
omy. The test of successful price stabilization is rather whether prices have 
been more stable, more equitable, and less subject to inflationary distortion than 
they would have been in the absence of the price stabilization program. Clearly, 
such a comparison of actual conditions with an assumed state cannot be made 
statistically. 

In the present instance, however, a historical comparison can be made. _ The 
sharp price advance and the severe price distortions between Korea and the 
freeze contrasts markedly with the stability of the price level and the improve- 
ment of price relationship sinee then, and furnishes telling testimony that the 
Nation’s stabilization program as a whole has been successful. This testimony 
becomes all the more convincing where reference is made to price developments 
in other countries where the wave of inflation set off by the Korean invasion 
has almost without exception had more damaging consequences. 

This success of the American stabilization program can be ascribed to the 
use of both “direct” price and wage controls and “indirect” fiscal and credit 
controls. Without the latter, the increase in spending power emanating from 
the defense production program would have been much greater and it would 
have been impossible to stabilize prices in the face of larger demand. Without 
direct price control, on the other hand, speculative and fear-inspired buying 
financed out of individual and corporate savings, rather than current income, 
might well have left indirect controls as ineffective as they proved to be up to 
the time of the price freeze. 

It is often held that price increases based merely on speculation or fear cannot 
last long and will be reversed even without price control. This is only partly 
true. Important institutional factors in our economy work in such a way that 
many prices and wages are raised much more easily than they are reduced. 
Short of a significant depression in the markets concerned—and for some prices 
and wages, short of a general depression—many prices and wages will not _re- 
cede from a peak once reached. Therefore, a reaction from price increases due 
to speculation or fear will not be complete but will have a permanent mark on the 
economy’s cost structure and price level. Because of this ratchet effect, direct 
price control makes a very significant contribution when it prevents price 
increases, even though such increases may be due only to temporary psycho- 
logical causes subject to later reversal. This is all the more significant because 
the reversal of a price and wage rise, insofar as it is possible, is irresistibly ac- 
companied by loss of production and much hardship. 

In the light of these economic considerations, the experience of this last year, 
and of the entire period since Korea, well bears out the statement that the price 
stabilization program has made an important ard effective contribution to 
economic stabilization generally and to the Nation’s defense mobilization effort. 


1 Whichever price was highest—parity, the price as of May 19, 1951, or the average May 
24-June 24, 1950 (pre-Korea). 
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CURRENT NEED FOR PRICE STABILIZATION 


The progress made in stabilizing the price level and improving the price 
structure raises the question whether continued price stabilization is needed. 

That direct price control is not currently needed in all areas of the economy 
was recognized by OPS where it instituted its suspension program early in 1952 
and later by the Congress when it inserted section 412 into the Defense Pro- 
duction Act. 

On the other hand, it is clear that inflationary pressures have not disappeared. 
A continuous flood of applications for higher ceiling prices must still be faced by 
OPS. Some of these applications must be granted to maintain equitable ceilings 
in the face of higher costs, but others are rejected daily. Whether the recently 
granted increases in steel, copper, and aluminum will cause a renewal of the 
upward movement of all wholesale prices remains to be seen, but it appears 
likely at the present time. Also, continued advance of the CPI, largely because 
of items over which OPS has little or no control, not only automatically entitles 
millions of American workers to wage increases but is certain to stimulate 
successful wage demands on the part of others. Under current circumstances 
OPS may not be able to hold down the CPI rigidly, but it can limit its advance. 

Under current circumstances, therefore, price control is a type of insurance 
which appears to be available at a moderate rate. With consumer expenditures 
now at an annual rate of $215 billions, each 1 percent rise in consumer prices 
means that purchase of the same commodities will cost the American people 
over $2 billion more a year. The resulting inequalities, the loss in savings and 
security. and the punishing of the low-income groups cannot be set aside by 
equivalent income gains obtained by the strong. Nor can the rise in the Na- 
tion’s cost structure be readily reversed. Above all, the resultant increase in the 
eost of our defense program would greatly add to the already severe burden of 
the taxpayers or else impair the Nation’s ability to resist aggression. 

In judging the continued need for the stabilization program, it must never be 
forgotten that it is part and parcel of our defense effort. Were it not for the 
high rate of national security expenditures—now about 16 percent of the gross 
national production as against 6 percent before Korea—we would not face the 
same danger of inflation. Were it not also for the international tension caused 
by the threat of Communist aggression, we would not face the same danger of 
panic buying and speculation as a result of another international incident. No 
one, of course, can predict if and when such another incident will place a new 
inflationary strain on our resources. Differing from 1950, the economy is operat- 
ing closer to capacity, consumer credit restrictions instituted to reduce demand 
have been suspended, real-estate credit restrictions considerably eased. Further 
tax increases are not likely to be used to drain off more purchasing power, and 
the Government is now operating at a deficit. In short, the normal defenses 
against a new inflation are fewer and the dependence upon direct price controls 
would he correspondingly greater. Moreover, a larger share of the economy is 
now engaged in defense. Piling further inflation on top of that which we have 
already experienced would be especially hard on those who have already been 
hurt by its unequal impact, including those on pensions or other fixed income. 
It would, thereby, subject important sectors of our social and economic organiza- 
tion to further unnecessary strain. 


SMALL-BUSINESS REPRESENTATION 


The regulation of small-business enterprises creates many problems that can- 
not be met by the methods used for big business. OPS has earnestly sought to 
provide adequate safeguards for the interests of small business. A double pricing 
standard for large and small business can neither be devised nor justified but 
consistent efforts have been made by OPS through the Office of the Assistant to 
the Director for Small Business Relations to simplify pricing methods, as well 
as existing and new regulations. Exemptions have been instituted to remove 
burdens from small business where it has been found that such exemptions would 
not affect the cost of living appreciably. 

An assistant to the Director represents the position of smali business at all 
levels of policy in the national office of OPS and before the Small Business Com- 
mittees of the House and Senate. He also serves on the Interagency Small 
Business Committee and on the executive committee of the Small Defense Plants 
Administration. 
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Hundreds of small-business cases are handled in the field offices daily. The 
field staff now consists of 103 regional and district representatives, generally 
either the price executive or deputy director. No need has arisen for full-time 
employees. 

The recently published Guide for Small Business Representatives including 
standards for small business in OPS, and a set of simplified instructions, was 
provided to all small business field representatives as well as to all executives in 
the national office. A pamphlet entitled “Small Business Adds Up to Big Busi- 
ness” has been mailed to thousands of small-business men and their associations. 

For a list of specific OPS aids to small business developed under this plan see 
uppendix C. 


PERSONNEL AND ADVISORY COMMITTEES 


Personnel and management 


During most of the first half of fiscal year 1952 the agency was faced with the 
task of operating and planning the scope of operations without the benefit of a 
definite appropriation. The Congress passed a series of monthly authorizations 
which permitted continued activity but which also necessitated a freeze on em- 
ployment and postponed the development of a firm program until late in the fall. 
On October 1, 1951, there were 11,166 employees in OPA (of whom 2,529 were in 
the national office and 8,637 were in the 14 regional and 89 district and terri- 
torial offices. By the end of May 1952 a peak employment of 12,129 had been 
reached. 

After renewal of the Defense Production Act, OPS requested $68,420,000 to 
carry out its provisions. Only $36,900,000 was made available to OPS, and the 
agency immediately tackled the problems of reorganization and reduction in 
force. In the field, 12 district offices were consolidated with the regional offices 
in the same cities, 31 district offices were reduced to branch offices as contact 
offices for business and industry, and the total personnel strength was scaled back 
to 50 percent. The sizable reduction in force was accomplished under a new 
furlough plan rather than completely separating employees having to be laid. off, 
providing a possible source of trained personnel for replacement or restaffing if 
and when necessary. 


Consumer advisory committees 


The OPS Consumer Advisory Committee, which held its initial meeting in June 
1951, has continued to meet in Washington monthly. The committee members, 
nominated by 26 national farm, women’s educational, veterans, labor, and church 
organizations with consumer programs serve without compensation or travel 
expense. They keep informed on proposed OPS programs, discuss with OPS 
officia!s how provisions of title ITV of the Defense Production Act are being im- 
plemented, and make suggestions for OPS action based on their knowledge of 
consumer problems and consumer reaction to the stabilization program. 

The Consumer Advisory Committee has consistently urged the display of iden- 
tifiable ceiling prices in retail food stores and the establishment of local consumer 
advisory committees as aids to consumer understanding of and cooperation with 
the anti-inflation program. These recommendations have both received favorable 
action by OPS. 

In February 1952 OPS began its test program of posting price ceilings on food 
items in three cities: Fresno, Calif.; Fargo, N. Dak.; and Jacksonville, Fla. The 
uniform community pricing of many staple food items and the posting of ceiling 
prices are now being extended to additional marketing areas. 

Also in February 1952 local consumer advisory committees were set up and 
have continued to function in 10 test cities across the country—Spokane, Wash. ; 
Fresno, Calif.;: Los Angeles, Calif.: Salt Lake City, Utah; Fargo, N. Dak.: De- 
troit, Mich.; Cincinnati, Ohio; Jacksonville, Fla.; Binghamton, N. Y.; and Hart- 
ford, Conn. 

With the extension of community pricing these local committees are also 
being increased in number. In the marketing areas where the food posters are 
to be displayed consumer advisory committees are now being established. These 
local committees serve in two ways: (1) Keeping their communities accurately 
informed of the stabilization program and (2) advising with the district direc- 
tors on how best to serve the community. 


Industry advisory committees 


The industry advisory committee program has developed to full strength dur- 
ing the past year. It will be necessary to appoint very few additional commit- 
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tees. Existing committees have all met at least once, many 5 or 6 times, one 
9 times. On September 1 OPS had 588 committees and 37 permanent subcom- 
mittees that had held 946 meetings. 

The meetings during the past 3 months have been fewer, due not only to 
the customary summer decline but to the prolonged steel wage-price contro- 
versy, preventing clear-cut agenda. The moment the steel decision was reached 
requests for meetings poured in so that we anticipate that the amount of indus- 
try consultation may again reach the peak of the spring of 1951, but concentrated 
in those areas where strict controls will be maintained. 

There have been two significant policy decisions recently in regard to consulta- 
tion with industry: 

(1) We have disbanded those committees of industries decontrolled by the 
Defense Production Act, as amended. When OPS by its own price policy 
suspends a commodity from control but in so doing outlines a situation wherein 
the commodity may be recontrolled, simultaneously we determine if the rele- 
vant committee shall or shall not be disbanded. There are conditions under 
which we must consult with a committee even though its commodities are 
suspended from control. 

(2) The other development concerns the launching of our community pricing 
program. It is deemed not practicable to establish formal industry advisory 
committees in all of the marketing areas where dollar-and-cent prices will be 
posted in all food stores. 

However, we know that no program of such far-reaching consequences will 
be successful without the general cooperation and understanding of the whole- 
sale and retail food dealers. Consequently, the field offices will consult regu- 
larly with informal, representative trade groups from the selected marketing 
areas, making certain that each such trade group shall be representative of the 
trade by the criteria set down in the act itself. Experience has shown that 
the success of community pricing is in direct ratio to the securing of advice 
and cooperation from both trade and consumer groups. 


MAJOR PROBLEMS CONFRONTING THE OFFICE OF PRICE STABITAZATION 


Both the authority of OPS to maintain direct price controls and the staff 
to administer the program have been curtailed severely in the year just past. 
In anticipation that inflationary pressure would slacken to the extent that 
direct controls would no longer be necessary, Congress has provided that 
“* * * general control of wages and prices shall be terminated as rapidly 
as possible * * *” and that authority to maintain price controls shall termi- 
nate on April 30, 1953. 

The major problems of this Agency proceed from the very substantial areas 
of the economy in which cost factors, including labor and transportation as 
well as materials, continve to push prices up, and from those areas, mainly 
connected with the defense effort, in which demand is pressing hard on avail- 
able supply. In these areas the Agency must maintain effective control despite 
a psychological let-down and a staff reduction. The pass-through of increased 
metal costs, following the steel and aluminum settlements, is just beginning 
to work its way through the economy, and other similar pressures must be 
expected. 

Because OPS is without effective control on more than one-half the items 
which make up the cost of living, the Agency, in very considerable measure, 
has been limited in its ability, to hold the creeping increase in living cost which 
has characterized the economy during the past year. This creeping increase 
in living costs has inevitably made more difficult the maintenance of public 
support for the program and has intensified pressures on the wage structure. 
Thus one of the Agency’s major problems is to make sure the public is fully 
informed on all phases of the program so as to assure its continued confidence 
and cooperation, without which no system of direct price controls can hope 
to be sunevecsful 

tecause there has been no real let-up in international tension, the Agency 
mnst stend ready to reimposre controls in the event of a worsening of the inter- 
national situation or of total war. At the same time, recognizing the repucnance 
of price controls under normal conditions to the American economic system, 
we must continue to remove or suspend them in all areas where it appears this 
can be done without jeopardizing the defense program or the legitimate interests 
of the businessman and the consumer. 

In summary, the tasks of OPS are to maintain controls where they are needed 
and eliminate them where they are not, and to be ready at all times should the 
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Hundreds of small-business cases are handled in the field offices daily. The 
field staff now consists of 103 regional and district representatives, generally 
either the price executive or deputy director. No need has arisen for full-time 
employees. 

The recently published Guide for Small Business Representatives including 
standards for small business in OPS, and a set of simplified instructions, was 
provided to all small business field representatives as well as to all executives in 
the national office. A pamphlet entitled “Small Business Adds Up to Big Busi- 
ness” has been mailed to thousands of small-business men and their associations. 

For a list of specific OPS aids to small business developed under this plan see 
uppendix C. 


PERSONNEL AND ADVISORY COMMITTEES 


Personnel and management 


During most of the first half of fiscal year 1952 the agency was faced with the 
task of operating and planning the scope of operations without the benefit of a 
definite appropriation. The Congress passed a series of monthly authorizations 
which permitted continued activity but which also necessitated a freeze on em- 
ployment and postponed the development of a firm program until late in the fall. 
On October 1, 1951, there were 11,166 employees in OPA (of whom 2,529 were in 
the national office and 8,637 were in the 14 regional and 89 district and terri- 
torial offices. By the end of May 1952 a peak employment of 12,129 had been 
reached. 

After renewal of the Defense Production Act, OPS requested $68,420,000 to 
carry out its provisions. Only $36,900,000 was made available to OPS, and the 
agency immediately tackled the problems of reorganization and reduction in 
force. In the field, 12 district offices were consolidated with the regional offices 
in the same cities, 31 district offices were reduced to branch offices as contact 
offices for business and industry, and the total personnel strength was scaled back 
to 50 percent. The sizable reduction in foree was accomplished under a new 
furlough plan rather than completely separating employees having to be laid. off, 
providing a possible source of trained personnel for replacement or restaffing if 
and when necessary. 


Consumer advisory committees 


The OPS Consumer Advisory Committee, which held its initial meeting in June 
1951, has continued to meet in Washington monthly. The committee members, 
nominated by 26 national farm, women’s educational, veterans, labor, and church 
organizations with consumer programs serve without compensation or travel 
expense. They keep informed on proposed OPS programs, discuss with OPS 
officials how provisions of title IV of the Defense Production Act are being im- 
plemented, and make suggestions for OPS action based on their knowledge of 
consumer problems and consumer reaction to the stabilization program. 

The Consumer Advisory Committee has consistently urged the display of iden- 
tifiable ceiling prices in retail food stores and the establishment of local consumer 
advisory committees as aids to consumer understanding of and cooperation with 
the anti-inflation program. These recommendations have both received favorable 
action by OPS. 

In February 1952 OPS began its test program of posting price ceilings on food 
items in three cities: Fresno, Calif.; Fargo, N. Dak.; and Jacksonville, Fla. The 
uniform community pricing of many staple food items and the posting of ceiling 
prices are now being extended to additional marketing areas. 

Also in February 1952 local consumer advisory committees were set up and 
have continued to function in 10 test cities across the country—Spokane, Wash. ; 
Fresno, Calif.; Los Angeles, Calif.: Salt Lake City, Utah; Fargo, N. Dak.: De- 
troit, Mich. ; Cincinnati, Ohio; Jacksonville, Fla.; Binghamton, N. Y.; and Hart- 
ford, Conn. 

With the extension of community pricing these local committees are also 
being increased in number. In the marketing areas where the food posters are 
to he displayed consumer advisory committees are now being established. These 
local committees serve in two ways: (1) Keeping their communities accurately 
informed of the stabilization program and (2) advising with the district direc- 
tors on how best to serve the community. 


Industry advisory committees 


The industry advisory committee program has developed to full strength dur- 
ing the past year. It will be necessary to appoint very few additional commit- 
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tees. Existing committees have all met at least once, many 5 or 6 times, one 
9 times. On September 1 OPS had 588 committees and 37 permanent subcom- 
mittees that had held 946 meetings. 

The meetings during the past 3 months have been fewer, due not only to 
the customary summer decline but to the prolonged steel wage-price contro- 
versy, preventing clear-cut agenda. The moment the steel decision was reached 
requests for meetings poured in so that we anticipate that the amount of indus- 
try consultation may again reach the peak of the spring of 1951, but concentrated 
in those areas where strict controls will be maintained. 

There have been two significant policy decisions recently in regard to consulta- 
tion with industry : 

(1) We have disbanded those committees of industries decontrolled by the 
Defense Production Act, as amended. When OPS by its own price policy 
suspends a commodity from control but in so doing outlines a situation wherein 
the commodity may be recontrolled, simultaneously we determine if the rele- 
vant committee shall or shall not be disbanded. There are conditions under 
which we must consult with a committee even though its commodities are 
suspended from control. 

(2) The other development concerns the launching of our community pricing 
program. It is deemed not practicable to establish formal industry advisory 
committees in all of the marketing areas where dollar-and-cent prices will be 
posted in all feod stores. 

However, we know that no program of such far-reaching consequences will 
be successful without the general cooperation and understanding of the whole- 
sale and retail food dealers. Consequently, the field offices will consult regu- 
larly with informal, representative trade groups from the selected marketing 
areas, making certain that each such trade group shall be representative of the 
trade by the criteria set down in the act itself. Experience has shown that 
the success of community pricing is in direct ratio to the securing of advice 
and cooperation from both trade and consumer groups. 


MAJOR PROBLEMS CONFRONTING THE OFFICE OF PRICE STABILIZATION 


Both the authority of OPS to maintain direct price controls and the staff 
to administer the program have been curtailed severely in the year just past. 
In anticipation that inflationary pressure would slacken to the extent that 
direct controls would no longer be necessary, Congress has provided that 
“* * * general control of wages and prices shall be terminated as rapidly 
as possible * * *” and that authority to maintain price controls shall termi- 
nate on April 30, 1955. 

The major problems of this Agency proceed from the very substantial areas 
of the economy in which cost factors, including labor and transportation as 
well as materials, continve to push prices up, and from those areas, mainly 
connected with the defense effort, in which demand is pressing hard on avail- 
able supply. In these areas the Agency must maintain effective control despite 
a psychological let-down and a staff reduction. The pass-through of increased 
metal costs, following the steel and aluminum settlements, is just beginning 
to work its way through the economy, and other similar pressures must be 
expected. 

Because ODS is without effective control on more than one-half the items 
which make up the cost of living, the Agency, in very considerable measure, 
has been limited in its ability, to hold the creeping increase in living cost which 
has characterized the economy during the past year. This creeping increase 
in living costs has inevitably made more difficult the maintenance of public 
support for the program and has intensified pressures on the wage structure. 
Thus one of the Agency’s major problems is to make sure the public is fully 
informed on all phases of the program so as to assure its continued confidence 
and cooperation, without which no system of direct price controls can hope 
to he successful 

Secause there has been no real let-up in international tension, the Agency 
must stond ready to reimpore controls in the event of a worsening of the inter- 
national situation or of total war. At the same time, recognizing the repugnance 
of price controls under normal conditions to the American economic system, 
we must continue to remove or suspend them in all areas where it appears this 
can be done without jeopardizing the defense program or the legitimate interests 
of the businessman and the consumer. 

In summary, the tasks of OPS are to maintain controls where they are needed 
and eliminate them where they are not, and to be ready at all times should the 
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need for a comprehensive program become necessary as a result of some new 
international crisis. 


OTHER PERTINENT INFORMATION 


Office of Public Information 


It would obviously be absurd to write price regulations and then neglect to 
spread the news of their existence, because a program of price stabilization, to be 
effective, requires voluntarly compliance on a wide scale. Such compliance can- 
not be achieved unless business and the general public are informed about the 
Government’s actions and the reasoning behind such actions. The Government 
alone cannot defeat inflation. 

So, from the beginning, OPS recognized that information is not a side show 
but an integral part of stabilizing prices. In fulfilling its function of informing 
the press,. radio, trade, industry, labor, consumer groups, and the general public 
of the activities of the price program, the Office of Public Information during the 
past year has issued 1,350 news releases, of which some 750 were on policy, en- 
forcement cases, personnel matters, industry advisory committee meetings, ete. 
The other 600 releases described or summarized OPS regulations and orders, 
some of them extremely technical in original form. The Office of Public Infor- 
mation also answered thousands of queries from press, radio, and the public, 
and arranged some 75 press conferences for the Director and other top OPS 
personnel, usually at the request of the reporters covering the agency. 

In addition, radio and TV were extensively employed in the fight against in- 
flation. About 1,700 radio stations are carrying regularly scheduled OPS pro- 
grams at no cost to the Government for radio time. In addition, spot announce- 
ments, short films, panel discussions were used by most of the Nation’s radio 
and TV stations. OPS officials appeared on 50 to 60 TV networks during the 
year. A regular kit of material containing information for the public about 
price controls has been supplied all stations requesting it during the year. 

OPI also prepared and distributed material for billboard, car card and poster 
use, receiving without cost display space valued at millions of dollars. It is- 
sued 22 leaflets and booklets, a weekly packet of information for women’s or- 
ganizations, and numerous special articles, fact sheets, fillers, material for 
panels, slide films, and other informational materials. 

Information has been disseminated about the program through many channels, 
but there is still a need for informing the American people as consumers of the 
changing developinents and policies of the price-stabilization program, and of 
what they themselves can do to assist in the inflation battle. 


Office of Enforcement 


Since the last report the Office of Enforcement has conducted Nation-wide 
surveys of compliance in various commodity fields. These surveys included 
among others, used machine tools, used automobiles, restaurants, slaughter 
plants, potatoes, iron and steel serap, and retail stores. Surveys were also con- 
ducted in specific regions or areas on lumber, milk distributors, pulpwood, baler 
and binder twine, rubber goods, and others. At the same time, the Office con- 
tinued to evaluate and investigate complaints concerning individual businesses. 

Where violations were neither willful nor due to lack of taking practicable 
precautions compliance was, in a majority of instances, brought about by ami- 
cable settlement in conference, rather than through prosecution. Where settle- 
ment was not effectied, complete information was furnished to the Department of 
Justice for suit. Where the violations were willful and wanton, treble damage 
and criminal prosecution were recommended. 

During the period, 1,198 injunction suits, 404 treble-damage suits, and 106 
criminal prosecutions have been instituted. As a result of litigation, both prose- 
cuted and settled, and the settlement of cases before suit, $2,980,063.95 has been 
paid into the Treasury of the United States. Where possible, restitution of over- 
charges has been made to the consumer. 

Because of the drastic reduction in personnel and appropriations it has been 
necessary to reorganize the entire enforcement program. The result will be that 
investigations will be more limited in scope and must be confined to manufactur- 
ing and wholesale levels in those industries which most directly affect the 
defense program. 


Office of Accounting 


In its operating partnership with the Price, Legal, and Enforcement Offices of 
the Agency, the Office of Accounting has rendered technical accounting findings 
in all commodity areas where there is statutory jurisdiction. 
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Data were thus furnished for the writing of the bakery-products regulation 
(OPR 135), fixing the determination of ceiling prices over products, the annual 
consumption of which is estimated at $4,750,000,000. The extent of hardship in 
food retailing in relation to the industry-earnings standard was measured. As a 
result, increases in certain mark-ups were authorized under amendments to the 
food retailers’ regulations (CPR 15 and CPR 16), thus extending the application 
of the fair and equitable requirement of the statute. 

In one aspect of the consumer-soft-goods segment the operations of more than 
600 companies were studied prior to the refinement of the apparel regulation 
(CPR 45). The revision of the retailers’ regulation (CPR 7) was based upon 
a study of historical mark-up in the industry obtained by the Office of Accounting. 
Over 200 cases a month have been handled during the preceding 12-month period 
in connection with the various Agency adjustment standards of this regulation 
alone, 

The Office of Accounting has given wide publicity to the technical aspects in 
processing adjustment cases through preparation of informational material made 
available to various professional journals and publications. 


Office of Field Operations 


During the past year a large portion of the responsibility and authority for the 
actual execution of the OPS program was shifted to the field—to the regional 
and district offices, where OPS meets the public. To meet an increasing need, 
the Office of Field Operations, “the eyes and ears of the field,” evaluated the effec- 
tiveness of field-offtice operations and coordination of national and field programs. 
First-hand knowledge of field problems and key personnel was gained by OFO 
representatives during personal visits to field offices. 

From the field came ideas for more effective operation, which OFO dissemi- 
nated throughout the OPS. For example—one region took the snarls out of 
a troublesome problem by the formation of a compliance committee, which, by 
joint planning, brought about more effective operation. This device, proved in 
practice in one region, was recommended to others by OFO, and is now making 
compliance programs work better elsewhere. 

By keeping the Director of OPS informed of field progress and problems, and 
acting as his connecting link with the field, OFO has functioned to minimize 
the separatism inherent in organizations with large operations in the’ field 
handling several related but technically separate programs. 


Board of review 


Section 407 (c) of the Defense Production Act of 1950, as amended, provides 
that any protest filed in accordance with subsection (a) thereof shall, before 
denial in whole or in part, be considered by a board of review. 

The Office for Boards of Review has developed and supervised a program 
designed to insure full and impartial consideration of all cases sent to boards 
of review, including the establishment of a system for selecting members of 
boards at the national office and in field offices. Detailed guides have been 
published for the use of board members. The Office has arranged for the 
consideration of 29 cases by boards of review. 


CONCLUSION 


I feel compelled to add my sentiments in agreement with Michael V. DiSalle 
and Ellis Arnall, who have preceded me as Directors of Price Stabilization. 
Price controls represent an intrusion into the private business life of the country. 
They can be justified only by the existence of a national emergency in which 
essential economic decisions cannot be left to the vagaries of the market. 
Whenever possible I favor lifting controls—or, when advisable, suspending 
them—and permitting prices to be determined by the competitive market. OPS 
has already, after careful study, suspended controls in about 30 commodity areas. 
In accord with the mandate of Congress, it is my intention to encourage the 
suspension of controls in areas where we may safely do so as rapidly as possible. 

One of the unmistakable needs which our Nation will face in the immediate 
future is the capacity to act rapidly in the face of international crisis. The 
post-Korean inflation, now embedded in the price structure, furnishes incon- 
trovertible confirming evidence of this. Not only should the legal authority 
exist, but also plans should be drafted, staffing problems anticipated, and a regu- 
latory structure envisaged, so that our economic armor should be just as ready 
as our military defense. The lack of either might prove disastrous. 
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It is my intention to direct the work of OPS so that not only will the consumer 
and the businessman be pretected against the dangers of inflationary develop- 
ments while we ready our defenses, but also, should our defenses be tested, the 
price front shall not be found to be the weak sector. 


APPENDIX A 


SIGNIFICANT REGULATIONS ISSUED 


A. Wholesale meats 


The following three regulations established dollar-and-cent ceiling prices and 
also prescribed uniform standards for cutting and processing: CPR-74—Ceiling 
prices of pork sold at wholesale; CPR 92—Ceiling prices of lamb, yearling, and 
mutton products sold at wholesale; CPR 101—Ceiling prices of veal sold at 
wholesale. 


B. Restaurants 


CPR 134—Ceiling prices for eating and drinking establishments.—Removed 
restaurants from the coverage of CPR 11 and placed them under this dollar-and- 
cent regulation which freezes prices at the level shown on menus during the 
week of February 3-9, 1952. 

C. Milk 


GCPR, SR 63—Area milk-price adjustments.—Established a method for issuing 
area milk-price regulations adjusting ceiling prices for fluid milk and products 
in individual milk-marketing areas. Thirty-one area milk-price regulations were 
issued through August 31, 1952. 

D. Bakery products 

CPR 135—Bakery products.—Established ceiling prices for perishable and 
frozen bakery products including bread, cakes, pies, and pastries, which permit 
the bakery industry to realize a level of earnings conforming to the industry 
earnings standard. 

BE. Passenger automobiles 


CPR 83 (Revision 1)—Resellers of new passenger automobiles.—Provided 
alternate methods for automobile dealers to use in determining ceilings in con- 
formity with the Herlong amendment; CPR 94—Sales of used passenger auto- 
mobiles—set dollar-and-cent prices for each model, body style, line, or series of 
each make of used automobile for the years 1940-51, inclusive. 

F. Iron and steel products 

CPR 98—-Resellers of iron and steel products—Provided resellers of a wide 
range of industrial iron and steel products with their customary percentage 
margins over cost of materials during the base period May 24—June 24, 1950. 

G. Farm equipment 


CPR 100—Retail sales of new and used mechanical farm equipment.—Estab- 
lished ceiling prices for new and used equipment and repair parts on the basis of 
manufacturers’ current published list prices to which have.been added certain 
handling and transportation charges. 

H. New consumer durable goods 

CPR 161—Consumer durable goods regulation —Provided simplified methods 
for establishing ceilings at the manufacturing level for certain new consumer 
durable goods on and after September 24, 1952. 

I. Construction services 

CPR 93—Construction and related services and sales of installed materiats.— 
Permitted construction contractors to figure current costs of labor and materials 
in their ceiling prices to give them about the same dollar profit as they made 
before Korea. 

J. Community food pricing 


amy 
brought together in one document the provisions common to all community pric- 
ing orders which may be issued from time to time for various areas in the United 
States. 


GOR 24—Community pricing—This regulation, issued January 18, 1952 
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K. Regulations implementing the Capehart amendment 


Section 402 (d) of the Defense Production Act, as amended in 1951, required 
that price ceilings of manufacturers and processors be adjusted to reflect all 
cost changes from Korea to July 26, 1951. Beginning November 9, 1951, a series 
of regulations was issued which put this amendment into effect. To date, over 


2,300 companies have filed approximately 8,200 applications representing in- 
dividual product lines. 


L. Herlong adjustments for wholesalers and retailers 


GOR 33—Adjustments for wholesalers and retailers under section 402 (k) 
of the act.—This regulation provided an adjustment procedure for resellers to 
obtain their customary pre-Korean margins in accordance with the 1952 require- 
ments of the Herlong amendment to the Defense Production Act. 


APPENDIx B 


THE PROPOSED OPS PROGRAM 


The new OPS program is designed to meet the exigencies of the present over-all 
situation. It reflects the intention of Congress as expressed in the recent exten- 
sion of the Defense Production Act, and recognizes the limitations on time, funds, 
and authority imposed by law. It takes into account recent special price in- 
creases made without regard to OPS standards, and it recognizes the probability 


that there will be somewhat greater upward pressure on prices in the immediate 
future. 


I. Basio assumptions 


1. Under normal conditions direct price controls have no place in the American 
way of life. They should be employed only when inflation endangers the public 
welfare and safety. 

2. The present and prospective economic situation requires that active price 
controls be continued in many areas of the economy and suspended in others. 

3. Where active controls are continued, ceiling-price increases must be limited 
to those required by law or by fairness and equity. 

4. Where active controls are continued they must be administered as effi- 
ciently as possible and with minimum administrative burden upon business 
enterprise. 

5. The danger remains acute that international or domestic developments 
might create a new inflationary crisis, and it is necessary that plans be available 
to meet it promptly and efficiently. 

II. General policies and objectives 


1. The Agency will go forward with a positive program of control in the areas 
in which such control is permitted by law and will serve a useful purpose. 

2. Where controls are not presently serving a useful function, they will be 
suspended or removed in an orderly fashion. 

3. Recent steel, copper, and aluminum increases will be passed through the 
economy without absorption or pyramiding except where required by law. Out- 
bound freight-cost increases will also be passed on by sellers on a delivered-price 
basis. The extent of any pass-through of other cost increases will be judged in 
terms of present OPS pricing standards. 

4. The heavy administrative burden of applying present pricing standards in 
the face of recent and prospective wage and other cost increases will be met 
by the use of interim adjustments estimated on the basis of data already avail- 
able or quickly obtainable. 

5. Because stabilization of food prices is so crucial to the stabilization of the 
economy, a special effort will be made to improve the structure of food-price 
eontrols. This includes the extension of community pricing and the improvement 
of existing controls on meat. 

6. All regulations will be reviewed in order to develop the most simple, definite, 
and clear ceiling regulations that are possible. Where it can be done, burden- 
some paper work will be eliminated. Maximum use will be made of small 
seller exemptions in fields where pressures are not great, and where controlling 
the larger firms will suffice. But where rigorous controls, which of necessity 
may be burdensome, are truly needed, there will be no hesitancy to use them. 


7. Only those controls will be employed which take proper account of compli- 
ance and enforceability. 
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8. Necessary price adjustments, both industry-wide and individual, will be 
administered as promptly, as efficiently, and as accurately (i. e., in complete 
accordance with standards) as is humanly possible. 

9. Reductions in established ceiling prices will be made where appropriate 
and clearly justifiable. 

10. The agency will deliberately concentrate its limited resources in areas 
where they can do the most good, continuously reviewing the allocation of its 
forces, and boldly and promptly reallocating as needs change. 

11. The agency will maintain the most careful watch on economic conditions, 
both generally and in major areas, and be prepared to move swiftly should 
econumic conditions require. It will develop forward planning for all kinds 
of contingencies, including suggested legislation for meeting an emergency 
situation. 

12. A special effort will be made to keep consumers informed on OPS policies 
and activities and to profit by the advice of consumer groups. 


IIT. Development and execution of the program 


1. Each principal OPS component, and each commodity division in the Office 
of Price Operations, shall immediately review its activities in the light of this 
over-all statement and propose a specific program covering the areas of its 
responsibility. 

2. These proposals will be reviewed and courdinated by the Director and his 
staff. 

3. Effective organizational and procedural measures will be adopted to insure 
that the program is carried out promptly and efficiently. 

4. A group will be appointed with definite responsibility to formulate as 
quickly as possible the basic legislation, regulatory scheme, and organizational 
and procedural measures necessary to meet any new inflationary crisis. 


APPENDIx C 
OPS AIDS TO SMALL BUSINESS 


The following actions, in whole or in part, make it easier for the small-business 
man to function under price control. 

General manufacturers under the more simplified GCPR.—Amendment 19 to 
GCPR exempts from price controls small manufacturers with no employees and 
sales of not more than $1,000 per month. 

CPR 30 contains an option for small manufacturers with less than $250,000 
sales per year of goods of their own manufacture to price under CPR 30 or 
GCPR. 

SR 5 to CPR 30 is simplified method of complying with Capehart amendment 
for manufacturers with less than $1 million annual sales and whose sales have 
not increased more than 15 percent between the first half of 1950 and the first 
half of 1951. 

SR 18 to CPR 22 is the small Capehart amendment and is a counterpart to 
CPR 30, SR 5. 

Retail farm machinery.—CPR 100 was set up because farm machinery retailers 
were small business with inadequate records, etc. This is a tailored regulation 
and relieved them of complying with the mcre complicated CPR 67. 

Services construction Shop—Amendment 1 to CPR 93 exempts the one-man 
services construction shop from price control. 

Paint manufacturer.—SR 6 to CPR 22 applies to manufacturers of paint, var- 
nish, and lacquer and provides formula for arriving at ceiling prices or a flat 
increase of 15 percent. This was added to help any small manufacturer who has 
meager records and is unable to comply with the formula. 

Platinum small operators.—CPR 136 provides for uniform ceilings on platinum 
and is an aid to refiners and producers of platinum products. 

Lead batteries —Amendment 1 to CPR 53 provides for less complicated alter- 
native method for establishing ceiling prices on scrap lead batteries. This facili- 
tates computation of ceiling prices and aids small-business men. 

Castings CPR 60 exempts from price control producers of die castings, gray 
iron castings, high alloy steel castings, malleable iron castings, manganese steel 
castings, railroad specialty castings, nonferrous castings, and carbon and low 
alloy steel castings with a volume below $100,000 per calendar year. 

Amendment 6 to CPR 60 provides for a 4-percent increase in lieu of a Cape- 
hart adjustment. There is only one big die caster and he received an adjustment 
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under Capehart. Amendment 6 gives small die casters the same adjustment. 

Rebuilders and resellers of auto parts.—CPR 139 provides in line pricing with 
manufacturers for small rebuilders and resellers of automotive parts. 

New autos.—CPR 83 establishes a uniform system of pricing new passenger 
automobiles at the retail and wholesale level. 

Used autos—CPR 94 establishes ceiling prices in dollars and cents for sale 
of each model, body style, line, or series of each make of used automobiles for 
the years 1940-51, inclusive. 

New businesses service trades.—Amendment 3 to CPR 34 sets up procedures 
whereby new businesses (those coming into operation since 1949) upon assurance 
of hardship or a situation whereby their business will be impaired can apply 
for relief and obtain it. 

Auto services.—Fliat rate manuals have been issued for auto service people 
which collaborates their policy in simplifying their activities related to compli- 
ance and income situations whereby they have a manual that shows the amount 
of time on certain jobs and they can follow the manual and be in compliance 
instead of having to compute each individual job. 

Noncost of living item exemptions —GOR 14 exempts from control approxi- 
mately 100 services which were supplied by small-business men and which in 
general the services did not enter into the cost of living to a great extent and 
which the burden of compliance and administration was greater than the value 
of maintaining price control. 

Flat pricing—area pricing.—Area orders have been issued under circumstances 
where it appeared that certain types of services in certain areas could be ad- 
justed uniformly through a percentage price increase or flat price but to date 
adjustments have been through percentage price increases in area pricing orders 
in areas where it seemed advisable to handle it in that way where one pricing 
problem could be handled simply and it becomes easier for small-business men 
to comply. 

General manufacturers.——CPR 22 contains option to all manufacturers under 
$250,000 to remain under GCPR. 

Amendment 3 to CPR 22 eliminates reporting of any new commodity, sales of 
which are not expected to exceed $10,000. 

SR 18 to CPR 22 gives the small manufacturer, under $1,000,000 volume, simpli- 
fied method for caleulating Capehart adjustments. 

Amendments 3 and 4 to GOR 5 exempts certain consumer durables such as 
Christmas tree decorations, bird cage, advertising novelties, and bowling pins, 
ete., mostly handled by very small operators. 

Amendment 19 to GCPR exempts sales and delivery of commodities made or 
produced in own home without assistance of hired employees and the average 
total of such sales does not exceed $1,000 per. month. 

Custom molders.—SR 14 to CPR 22 applies to large and small custom molders 
and limits reporting to the filing of price-determining formulas plus the ceiling 
price on the three best selling items. 

Small business ceiling price adjustments—general manufacturers.—GOR 20 
provides method devised to meet the needs of small-business concerns that wish 
to apply for adjustments in their current ceiling prices under section 402 (d) (4) 
of the Defense Production Act of 1950, as amended. 

Fluid milk area pricing.—SR 63 to GCPR provides for the establishment of area 
ceiling prices (which involves the making of adjustments or setting specific 
prices separately for each marketing area which may be a city, State, OPS 
district or geographical region) on fluid milk in individnal marketing areas. 

Support prices—small business —GOR 26 provides an alternative method for 
determining the ceiling price of any commodity for which a support price or 
purchase price under a support program is established by the CCC. 

Apparel manufacturers.—CPR 45 sets price ceilings for apparel manufacturers 
and provides that even though the regulation becomes mandatory, those mann- 
facturers whose gross sales are less than $50,000 per year may elect not to use 
CPR 45 and may use instead the less complex GCPR. 

Home seller—The GCPR exempts sales of commodities made by a seller at 
his home without the assistance of hired employees if the total of such sales 
does not exceed $1,000 per year. 

Small general retail eremption.—CPR 7 was amended to permit retailers doing 
from $20,000 to $100,000 business annually, depending upon the commodities 
dealt in, to elect to remain under GCPR. This action made it possible for small 
retailers to avoid the work connected with the preparation of pricing charts. 


24564—2——8 
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Charcoal producers.—SR 101 to GCPR allows charcoal producers (mostly 
small producers) an increase of 10 percent over their May 1952 ceiling prices duc 
to increased costs. This was in conformity with the agency’s industry earnings 
and products standards. 

Crude botanical drugs.—Crude botanical drugs which have little effect on the 
cost of living are exempt from price control which facilitates the task of small 
business in assembling adequate supplies of these botanicals in the United 
States. 

Molded, ertruded, and cut goods.—SR 10 to CPR 22 permits 600 small manu- 
facturers of molded, extruded, and cut goods, 95 percent of whom are small com- 
panies, to choose between GCPR and CPR 22 in pricing their products, excepting 
the very large volume items which amounted to $10,000 of sales in the second 
quarter of 1951. This relieves small manufacturers from the burden of re- 
porting and calculations and enables them to keep under close control the large 
volume of commodities usually limited to the larger manufacturer. 

Manufactured rubber products.—SR 8 to CPR 22 makes pricing easy for small 
manufacturers, since it relieves them on 127 different lines of rubber products 
from the burden of calculation and filing of Form &’s. It spelled out factors 
which they multiplied by their base period prices to arrive at their new ceiling 
prices. 

Basic tire carcasses.—SR 49 to GCPR established ceiling prices for basic tire 
earcasses. It applies to thousands of small-business concerns engaged in re- 
treading and recapping tires. It protects their purchase price for old tires known 
as basic tire carcasses at dollar-and-cents ceilings. 

Certain converted paperboard products—CPR 84 provides a method for 
determining ceiling prices for certain converted paperboard products based on 
either an established price list or a pricing formula which follows customary 
practices used in the industry to arrive at selling prices. 

Pulpwood.—CPR 88 fixes dollars-and-cents ceilings on pulpwood eels in 
New England and northern New York. 

CPR 48 fixes dollars-and-cents ceilings on contract logging operations in 
New England and parts of New York. 

CPR 102 establishes dollars-and-cents ceiling prices on rough and peeled 
pulpwood cut from the stump in the State of Pennsylvania and certain coun- 
ties of New York, Maryland, Virginia, and West Virginia. 

CPR 107 establishes dollars-and-cents ceilings for pulpwood and excelsior bolts 
produced in Michigan, Minnesota, and Wisconsin. 

Printing products and printing services-——CPR 121 provides a method under 
which ceiling prices are established for certain printed paper, paperboard prod- 
ucts, cellophane, paper-back foil, flexible film packaging material and related 
printing services. 

Southern yellow pine-——CPR 149 establishes dollars-and-cents ceiling prices 
for manufacturers sales of southern yellow pine lumber which are affected 
directly by manufacturers or through commission men. 

Pacific coast fir and hemlock lumber—SR 102 to GCPR establishes new 
ceiling prices for preservatively treated Pacific coast fir and hemlock lumber. 
That applies to all lumber under CPR 128 when preservatively treated ir- 
respective of where the treatment is performed. 

Wooden mine materials.—SR 103 to GCPR establishes new ceiling prices for 
all sales and purchases of wooden mine materials produced in the western area 
when sold for delivery and use in mines within that area. 


WAGE STABILIZATION BOARD 


WAGE STABILIZATION BOARD, 
Washington 25, D. C., September 15, 1952. 
Mr. Rocer L, PUTNAM, 
Administrator, Economic Stabilization Agency, 
811 Vermont Avenue, Washington 25, D.C. 

Dear Mr. PUTNAM: I am forwarding herewith the report requested by the 
chairman of the Joint Committee on Defense Production in a letter dated August 
22, 1952. I understand that you will forward the report to Senator Burnet. 
R. Maybank, chairman of the joint committee. 

Sincerely, 
ARCHIBALD Cox, Chairman. 
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WAGE STABILIZATION BoarD, ANNUAL Report To JOINT COMMITTEE ON DEFENSE 
PRODUCTION, 1952 


1. THE BOARD’S PROGRAM 


The program of the Wage Stabilization Board aims to achieve the purposes set 
forth in title 1V of the Defense Production Act. Title IV directs that the wage- 
stabilization program be administered in a manner calculated to prevent inflation, 
preserve collective bargaining, maintain industrial peace, and attain maximum 
defense production. The Board has sought to develop wage-stabilization policies 
that will further these purposes. 


2. SOURCE OF AUTHORITY OF THE WAGE STABILIZATION BOARD 


The present Wage Stabilization Board was created as a constituent agency 
of the Economic Stabilization Agency by section 403 (b) of the Defense Pro- 
duction Act, which section was added by section 112 of the Defense Production 
Amendments of 1952 (Public Law 429, 82d Cong.). The statute provides that 
the Board shall formulate and recommend to the Economic Stabilization Ad- 
ministrator general nolicies and regulations relating to the stabilization of 
wages, salaries, and other compensation, and, on the request of any person sub- 
stantially affected thereby or of any Federal department or agency concerned, 
advise on the interpretation, or the application to particular circumstances, of 
policies and regulations promulgated by the Administrator. In addition to these 
functions, pursuant to ESA General Order No. 16 (17 F. R. 6925), issued under 
the authority of the act and Executive Order 10161 (15 F. R. 6105), as amended, 
Executive Order 10182 (15 F. R. 8013), Executive Order 10205 (16 F. R. 419), 
and Executive Order 10877 (17 F. R. 6891), the Board has “authority to perform 
such functions * * * as are necessary to implement and effectuate the gen- 
eral policies, general regulations, and all other orders and directives promulgated 
or issued by the Economic Stabilization Administrator” relating to wage 
stabilization. 

The prior Board, which terminated on July 29, 1952, had been established by 
Executive Orders 10161 and 10233. These orders were issued by the President 


pursuant to the authority granted to him by sections 402, 408, 703, and other 
sections of the Defense Production Act. 


3. FACTUAL SUMMARY OF MAJOR BOARD POLICIES AND ACTIONS 


The policies of the Board have been affected by the 1952 amendments to the 
Defense Production Act. These amendments take away the Board's authority to 
accept jurisdiction in dispute cases. In addition, the amendments exempt from 
Wage stabilization (a) all employees receiving wage rates of $1 per hour or less; 
(0) professional engineers, architects, and accountants; (c) employers of eight 
or less, subject to Presidential exclusion of particular categories; (d) bowling 
alleys; and (e) agricultural labor. 

Pursuant to the 1952 amendments to the Defense Production Act, the Economic 
Stabilization Administrator has issued orders adopting the regulations promul- 
gated by the previous Board except as precluded by the statutory amendments. 

The policies embodied in the regulations reported to your committee last year 
continue to constitute the basic framework of the wage-stabilization program. 
These include regulation 6 which permits a 10 percent increase over wage rates 
existing in January 1950, regulation 8 which permits increases to meet the rise 
in the cost of living since January 1951, and regulations 10 and 17 which permit 
increases to preserve established wage relationships and to eliminate interplant 
inequities. 

Four new basic regulations, GWR 18-21, embody policies that have been 
developed since the last report to your committee. In addition there have been 
certain amendments to the old regulations. 

Intraplant inequities (General Wage Regulation 18).—Recognizing the im- 
portance of proper internal job-rate relationships to maintenance of industrial 
harmony at the plant level, the Board unanimously adopted an intraplant in- 
equities regulation (GWR 18). This regulation sets forth the criteria by which 
comprehensive job-rate reviews and individual rate adjustments are to be judged. 
To insure that such adjustments involve bona fide intraplant inequities, and are 
not disguised general wage rate increases, the Board requires preapproval of 
all petitions based on such alleged inequities. 





110 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


Health, welfare, and pension plans (General Wage Regulations 19 and 21).— 
The growing importance of health, welfare, and pension plans in collective bar- 
gaining in recent years called for close study of the relationship of such plans 
to the stabilization program. Following a directive from the Economic Stabili- 
zation Administrator and reports by a committee of outside experts established 
by the Board, the Board decided to issue separate regulations for health and 
welfare plans and for pensions. On December 23, 1951, the Board issued General 
Wage Regulation 19, setting forth its policy on health and welfare plans and 
outlining the procedure under which such benefits could be effected. This policy 
represented a balancing of the Board’s desire to permit as much self-administra- 
tion as possible against its lack of experience with such plans under a stabiliza- 
ation program. Plans which came within prescribed definitions, but which did 
not contain benefits listed in a set of “review criteria,” merely had to be reported 
to the Board, and could be put into effect if no communication was received from 
the Board within 80 days. Other plans had to be treated as petitions and re- 
quired specific approval. The regulation also provided for the establishment of 
a tripartite Health and Welfare Committee to act on health and welfare petitions, 
and to report on experience in this field under stabilization. 

The Health and Welfare Committee subsequently reported unanimously to 
the Board on the need for revision of the Board’s health and welfare policy 
in view of that committee’s experience. It was found that in view of the neces- 
sarily varied character of such plans, the detailed requirements originally set 
forth had the effect of unduly limiting parties in selecting health and welfare 
plans best suited to their needs. As a result of this report the Board amended 
the regulations. The amended regulation sets up a number of basic require- 
ments which health and welfare plans must meet to qualify for approval. Other- 
wise, it permits a wide area within which employers, or employers and unions 
may determine for themselves the provisions of new or amended plans. The 
regulation provides that the Board will disapprove any plan which it deems 
to be unstabilizing. To insure a check on the character of new plans or changes 
in established plans, the regulation requires the filing of a report. The parties 
are permitted to place the arrangement into effect within 30 days of Board ac- 
knowledgment of receipt of the report if no further word is received. The 
tripartite committee is continued to act in cases which appear to be unstabilizing 
and to review the regulation in the light of continuing experience. 

In its development of a pension policy, the Board was guided by three main 
consideration. First, since pensions, unlike most other forms of compensation, 
constitute deferred income to most employees, they do not contribute as ma- 
terially to increased consumer purchasing power and are not as likely to stimu- 
late new inflationary pressures. Second, the Board was convinced that once 
employers and unions were sufficiently educated as to the risk of hastily impro- 
vised pension plans the Board could rely on a large measure of self-control to 
supplement the safeguards found in the minimum requirements of the regula- 
tion itself. Third, in the field of pensions the Board believed that the parties 
should have maximum freedom in formulating the kind of pension plan best 
suited to their particular problems and conditions. The establishment of de- 
tailed criteria for self-administration would tend to east negotiations into par- 
ticular molds and to restrict parties in their choice of the best plan to meet 
their own needs. 

The area of pensions was covered in a regulation (GWR 21) issued on Febru- 
ary 22,1952. While the regulation provided for the widest possible area of self- 
control and self-administration consistent with basie stabilization principles, the 
Board established safeguards to insure against subterfuges for disbursing imme- 
diate income to employees. The Board’s procedure in this area, similar to the 
one subsequently adopted for health and welfare plans, provides for the filing 
of a report to the National Board. If, after 30 days, the parties do not receive 
any word to the contrary, they may put the plan into operation without any 
further delay. 

Commission earnings (General Wage Regulation 20) —-A complicated technical 
problem which early confronted the Board related to the application of the 10- 
percent formula and the cost-of-living policy to the complex and diverse methods 
of commission payment. The complexity of this problem had resulted in case- 
by-case treatment by the National War Labor Board and its constituent regional 
hoards. The Wage Stabilization Board made a special study of the problem in 
order, first, to permit as much self-administration as possible in the case of 
commission payments under these policies, and, second, to insure as much uni- 
formity in treatment as possible. ‘The regulation sets forth the arrangement 
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under which self-administration is possible, while indicating the types of adjust- 
ments for which petitions must be filed. 

Changes in regulations previously issued.—The cost-of-living regulation (GWR 
8) was originally approved only through March 1, 1952. The Economic Stabili- 
zation Administrator in approving that regulation specified that the regulation 
be reviewed prior to its expiration date. In the light of review conducted by the 
Board, the Board unanimously voted for an indefinite extension of regulation 8 
The extension was approved by the present Economic Stabilization Administrator. 

The fringe regulation (G@WR 13) originally covered only a few selected items 
and “such other fringe benefits as the Board may from time to time determine.” 
The scope of the regulation has been enlarged to include all fringe benefits except 
health and welfare, sick leave, pension, and profit-sharing plans. 

A number of exemption actions were taken during the last year. GWR 16, 
exempting Puerto Rico and the Virgin Islands, was supplemented by GWR 16A, 
which exempts the Panama Canal Zone from wage controls. The Panama Canal 
Zone had been exempted from price control early in 1951. In a recent action the 
Board also exempted the Pribilof Islands from wage controls. 

Other actions —In conformity with the aims of the defense effort for the full 
utilization of manpower and the attainment of maximum production, as well as 
the maintenance of sound working relationships, the Board unanimously passed 
a resolution permitting, but not requiring, wage adjustments to equalize pay for 
equal work regardless of sex, race, color, or national origin. This was also the 
policy of War Labor Board of World War II. (Res. 69.) (See appendix A-2.) 

The Board has adopted an interim policy on petitions involving proposals to 
reduce the basic workweek with a resultant increase in hourly rates. Several 
guides have been adopted by the Board for use in ruling on such petitions. (See 
appendix A-3.) 

Office of Independent Unions.—The Office of Independent Unions has continued 
to aid unaffiliated labor organizations with problems before the Board, answer 
their inquiries, and insure that they receive equal treatment in the processing 
of cases. An average of about 100 cases a week involve independent unions. 

The services which the Office provides to unaffiliated labor organizations in- 
clude checking on the progress of pending petitions, guidance in the preparation 
of wage petitions, and explanation of Board policies. 

The Office has demonstrated to independent unions the Board’s concern, ex- 
pressed in Resolution 28, that all groups, regardless of union affiliation, shall 
receive equal and fair treatment. The activities of the Office have facilitated 
acceptance of the wage-stabilization program by such labor organizations. 

As a byproduct of its operations, the Office has compiled a list of independent 
unions, including identifying data, which has been of considerable use to analysts 
and other personnel of the Board. 

Elimination of the disputes function.—The Presidential Board was authorized 
to deal with disputes under Executive Order 10233, which reconstituted the Board 
in May 1951. Under the 1952 amendments to the Defense Production Act, the 
present statutory Board has no authority to make general recommendations in 
dispute situations, 

The prior Board had authority to deal only with disputes which threatened 
to affect the defense effort substantially. Disputes could come to the Board 
through two channels. First, the President might refer a dispute to the Board. 
In such cases the Board had authority to recommend a settlement, but the 
parties were free to reject the recommendations, to continue to bargain, and to 
use economic sanctions. Secondly, the parties could jointly request Board action 
on the dispute. It was the Board’s policy generally to accept such cases only 
if the dispute was submitted for final and binding determination. In exercising 
its function in disputes the Board was not assisted by a no-strike, no-lock-out 
pledge, by the patriotic stimulus of an all-out war effort, or by subpena powers. 

The Board received only 12 cases through Presidential referral and 28 dis- 
putes by voluntary joint submission. Of the latter, 6 were voluntarily with- 
drawn and 12 rejected by the Board because there was no evidence of a serious 
threat to defense production or for other reasons. 

With one exception, every case accepted. by the Board was accompanied by 
the continuance of production during the Board’s consideration of the case. In 
some cases this meant the resumption of operations previously suspended. Except 
in the steel dispute and part of the brass dispute, the Board’s recommendations 
or decision led to a final settlement of every dispute without any work stoppage. 
(See letter of Chairman Nathan P. Feinsinger to President Truman, July 29, 
1952, in appendix A+.) 
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The administration of the program 
The President recommended a budget of $15,930,000 for the Wage Stabilization 


Board for fiscal year 1953, which would have permitted the Board to operate at 
about the level of expenditures at which it operated at the end of the fiscal year 
1952. The budget finally allocated to the Board for the fiscal year 1953 is 9.6 
million dollars. Many significant economies have been initiated pursuant to this 
reduction. Substantial reductions in force in the national and regional offices 
are under way. Very large reductions have been made in the funds allocated by 
the Board to the Bureau of Labor Statistics and the Wage and Hour Division of 
the Department of Labor for the statistical, informational, and administrative 
services which those agencies have been providing. The joint WSB-BLS wage- 
survey program has been virtually liquidated, as has the public-contact function 
previously performed by the Wage and Hour Division. Some 50 points of 
contact with the wage-stabilization program, previously available to the public, 
are being closed as of October 1. Twenty-seven points of contact, in addition to 
the 14 regional! offices, will remain open. The Board’s case load continues to be 
heavy, and no reduction in the number of future petitions is presently indicated. 

The Board believes that decentralization promotes greater participation of local 
people in decisions affecting their areas, expedites case processing, insures 
ready avenues for obtaining information on a local level, and brings into the wage- 
stabilization effort the judgment and services of men and women who are familiar 
with local needs and local problems. Accordingly, the 14 tripartite regional 
boards established last year are being retained. They are located in Boston, 
New York, Philadelphia, Richmond, Atlanta, Cleveland, Detroit, Chicago, Kansas 
City, Minneapolis, Dallas, Denver, San Francisco, and Seattle. Originally estab- 
lished on a 12-man basis, the recent budget reduction made it necessary to reduce 
them to 6-man boards. Members of regional boards are appointed by the 
national Board following full consultation with local groups and officials. There 
is a right of appeal from the regional boards to the national Board. 

The Board and its staff have directed their efforts toward expeditious process- 
ing of petitions filed with the Board. These efforts have resulted in a sub- 
stantial reduction of the backlog of cases confronting the Board early this year. 
This backlog was largely the result of the accumulation of cases during the 
period in which the Board was formulating its policies. From a high point of 
approximately 17,000 cases pending in late January 1952, the backlog was 
reduced to 11,700 petitions by the end of August. In the interval, the Board 
has acted on approximately 57,000 petitions. 

The promulgation of new regulations, the issuance of instructions and guides 
to the regional boar’s, the increased delegations of authority to regional boards 
and the national oflive staff, and the constant effort to maintain a high level of 
case processing have all contributed to this record. The record is enhanced by 
the fact that during the period between late January and the end of August the 
rate at which petitions were submitted increased by 20 percent. 

In all, the Board received 95,000 petitions between the end of June 1951 and 
the end of August 1952. Approximately 84,000 petitions were disposed of during 
this period. Of these, about 83 percent of the cases were approved, 6.5 denied, 
and 10.5 modified. 

Enforcement 

The Economic Stabilization Administrator’s General Order No. 18 established 
a National Enforcement Commission within the Economie Stabilization Agency. 
This Commission supersedes the National Enforcement Commission established 
by the previous Wage Stabilization Board. It has also been assigned jurisdic- 
tion to make determinations in enforcement proceedings involving persons subject 
to the jurisdiction of the Salary Stabilization Board and the Office of Salary 
Stabilization, and the Railroad and Airline Wage Board. 

The main sanction available to the Commission is tax disallowance. How- 
ever, in more serious cases of violation, the Commission does have other stringent 
sanctions: Disallowances of wages in determining costs and expenses under : 
Government contract, and disallowance of wages in establishing maximum 
prices pursuant to the act. No case considered by the National Enforcement 
Commission thus far has resulted in the use of any penalty other than tax 
disallowance. 

The enforcement procedure is as follows: A preliminary investigation is 
conducted by an investigator of the Wage and Hour Division. If the pre- 
liminary investigation discloses a probable violation of Wage-stabilization 
regulations, a full investigation is made and a report submitted to the appro- 
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priate regional counsel for enforcement action, if warranted. If the violation 
is not of a serious nature the regional counsel may close cases with an ad- 
monitory letter to the violator. If the violation is serious enough to warrant the 
imposition of a tax disallowance, one of the two following courses may be pur- 
sued : 

1. Generally, the regional counsel will seek to effect a “settlement” with the 
violator by entering into a stipulation for the issuance of a certificate of dis- 
allowance by the National Enforcement Commission. If approved by the Na- 
tional Enforcement Commission, that body certifies to the Buréau of Internal 
Revenue that the amount agreed upon as a disallowance in the stipulation 
should be disallowed. 

2. If a “settlement” cannot be arrived at, the regional counsel may issue a 
complaint against the employer setting forth the alleged violation and request- 
ing that an appropriate sanction be imposed. The employer may file an an- 
swer to the complaint. An Enforcement Commissioner delegated by the National 
Enforcement Commission then holds a hearing on the issues and makes his 
findings and determination. An appeal may be taken to the National Enforce- 
ment Commission by either the employer or the regional counsel, who may sub- 
mit briefs to and argue before the Comm'ssion. 

Appeals are decided by the Commission upon the entire record in the case. 
If the decision of the Enforcement Commission that a certificate of disallowance 
be issued is affirmed on appeal, then the certificate of disallowance would issue 
in the manner described above. 

Through July 1952, approximately 27,000 random preliminary investigations, 
involving about 1,500,000 employees, were undertaken. In those cases where 
questionable data were discovered, more detailed examinations were made. 
In all, about 5,900 full investigations were set in motion. The Board is plan- 
ning to conduct approximately 16,000 preliminary investigations through April 
1953. The tax-disallowance sanction has been invoked in almost 200 cases. The 
Commission has ordered tax disallowances of approximately $400,000. 


Interagency cooperation 


The cooperative arrangements between the Board and the Department of 
Labor's Wace and Ilour D.vision and the Bureau of Labor Statistics, respectively, 
have contributed substantially to the ¢ffectuation of the wage-stabilization pro- 
gram. Under an agreement signed in February 1951 between the Chairman of 
the Wage Stabilization Board and the Administrator of the Wage and Hour 
Division, the Wage and Hour Division undertook to perform certain functions 
for the Bard. The primary function of the Wage and Hour Division was to 
bring the Board’s program more directly to the attention of the public. This 
was accomplished largely through the Division’s extensive field organization. 
The Wage and Hour field office was in fact designated as the first point of con- 
tact for the public on all phases of the wage-stabilization program. The wage- 
stabilization activities of the Wage and Hour Division fell into two broad pro- 
grams: (1) information, rulings, reports, and petitions, and (2) investigation. 
The Division initiated informational and educational programs designed to 
inforin the public generally, and individual employers and employees specifically, 
with regard to the wage-stabilization program. Rulings were issued which could 
be relied on by the parties unless subsequently revised or amended by the 
Board's regional counsel. Wage petitions were received in the Wage and Hour 
office, where they were examined for accuracy and completeness before being 
routed to the Board. Under the second program the Division acted as the Board’s 
agent in making fact-finding investigations as part of the enforcement program. 
The Executive Director of the Wage Stabilization Board is responsible for ad- 
ministering the Wage and Hour Division’s assigned functions. 

The services rendered the Board by the Wage and Hour Division were ex- 
tremely valuable during the past year and aided in the expeditious handling 
of wage petitions, and in reducing the previous backlog. The role played by 
the Division has now been sharply curtailed under the new budget, but it is 
hoped that the excellent work performed last year has established a firm basis 
tor public understanding and compliance with the Board's program. 

The Bureau of Labor Statistics of the Department of Labor also performed 
certain services for the Board. In September 1951, the Bureau and the Board 
reached agreement on the precise nature of the work to be undertaken by the 
Bureau for wage-stabilization purposes. Under this program, the BLS under- 
took a number of varied studies for the Board. Community wage surveys were 
compiled in 40 major labor-market areas. Nation-wide industry surveys were 
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undertaken for seven major industries. Over 500 special studies of varying 
complexity were completed for the national and regional boards. In each of 
the five BLS regional offices, special files of current collective-bargaining agree- 
ments were established and kept up to date. Other technical materials from 
BLS files were also made available to Board personnel. The Bureau was able 
to provide technical staff personnel for liaison purposes between BLS and the 
national and regional boards. Approximately 13,000 inquiries for the wage-rate 
and related information were received by the BLS from the regional boards 
alone, 


4. THE PROGRAM'S EFFECTIVENESS 


There are several indications that the Board has been successful. The monthly 
rate of increase in adjusted average hourly earnings of production workers in 
manufacturing has been slowed from 0.9 percent during the post-Korean, pre- 
stabilization period to 0.4 percent since the price-wage freeze. The 0.4 percent 
current average monthly rate of increase is lower than the 0.6 percent rate 
during the comparable World War II period. (See chart in appendix II C-3.) 

The internal record of the Board’s activities indicates the effective operation 
of the tripartite system. Unanimous action characterized 16 of the 21 regula- 
tions adopted by the Board. There was an industry dissent and a partial labor 
dissent on one regulation; industry dissented on one other regulation, while 
labor dissented on three others. Over 90 percent of the Board’s decisions have 
been unanimous. 

Despite the Board’s action in modifying or denying almost 20 percent of the 
petitions, only one protest strike has occurred. With respect to 1951, the first 
year of stabilization, the Bureau of Labor Statistics reported: “No long Nation- 
wide or industry-wide strikes occurred during 1951; and, in general, stoppages 
in 1951 were somewhat shorter than in earlier postwar years. Consequently, 
total idleness caused by such stoppages dropped to 22,900,000 man-days, the 
lowest point since 1944. Average strike duration during the year was 17.4 days 
compared with 21.8 and 25.6 during the years 1946-49 and 19.2 days in 1950” 
(Bulletin No. 1090, p. 1). 


5. THE CONTINUING NEED FOR THE PROGRAM 


In the beginning of 1952 prices seemed to be leveling off, and had even 
dropped in some cases. In the past few months, however, the picture has changed. 
It is too early to suggest whether recent developments presage a sharp or even 
a mild inflationary development, but continued precautions are necessary to 
insure economic stability. In the last few months the Consumers’ Price Index 
has reached record and new record highs, and the outlook is for a continued rise. 
Bargaining on wages is currently under way in a number of major industries, 
and substantial wage increases are being granted in some cases. The high level 
of defense expenditures, with their inflationary potential, is expected to increase 
in 1953. At least as long as these pressures continue, a wage-stabilization pro- 
gram is needed. At the same time, the Board should continue to search for 
methods of simplifying wage controls and to determine the areas in which wage 
controls may be removed. 


6. SMALL BUSINESS UNDER STARILIZATION 


The Board’s regulations are applicable to all nonexempted business enter- 
prises, regardless of size. However, there are particular aspects of the regula- 
tions that take into account the special. characteristics and problems of small- 
business enterprises. The Board’s interplant inequity policy is designed to 
provide the opportunity for small-business enterprises to narrow prestabilization 
wage-rate differentials, within specified limits, to permit them to make a maxi- 
mum contribution to the defense production effort. Another regulation (GWR 5) 
permits continuance of the practice of granting merit and length-of-service 
increases and takes into account the informal character of such arrangements 
in small firms. 

Section 402 (e) (ix) of the 1952 Amendments to the Defense Production Act 
exempts employers of eight or less from wage-stabilization controls, subject to 
Presidential exclusion of particular categories. ESA General Order No. 17, issued 
by the Economie Stabilization Administrator, excludes nine categories of small 
businesses from this exemption. 

The Board has kept a check on the processing of cases involving small con- 
cerns. This check indicates that small business has received equal treatment 
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in the processing of cases through the first-in, first-out policy of case processing 
followed by the Board. 


7. ACTIONS TAKEN AS A RESULT OF RECOMMENDATIONS OF THE JOINT COMMITTEE 
ON DEFENSE PRODUCTION 


Last year, the committee requested the Board to study the relationship of the 
functions of the Wage Stabilization Board to the fixing of rates by the Secretary 
of Labor under the Davis-Bacon Act and impressed upon the Board the necessity 
for prompt action in this field. The Board at that time informed the committee 


‘that it was considering the creation of a Board similar to the Wage Adjustment 


Board in World War II. (See p. 11, S. Rept. 1040, 82d Cong., 1st sess., First 
Annual Report of the Activities of the Joint Committee on Defense Production.) 

On May 31, 1951, the Board established a tripartite Construction Industry 
Stabilization Commission to administer the wage-stabilization functions in the 
building and construction industry. In performing these functions, the Commis- 
sion conforms to the regulations, policies, orders, and decisions of the Board. 
The Commission stabilizes rates of “wages, salaries, and other compensation” 
in the building and construction industry, on the basis of area rates so far as 
practicable, 

In accordance with the request of the joint committee, rates established under 
the wage-stabilization program and those established by Davis-Bacon deter- 
minations are coordinated and integrated. Stabilized wage levels are based, to 
the fullest practicable extent, on the information available in the Wage Deter- 
mination Branch of the United States Department of Labor. Decisions of the 
Commission are automatically transmitted to the Department of Labor for their 
guidance and information. Thus, the objective of the joint committee has been 
achieved in practical fashion through day-to-day integration. 


8. MAJOR POLICY QUESTIONS FACING THE BOARD 


The matter of so-called productivity or annual improvement wage increases 
is before a subcommittee of the Board for further analysis and discussion. 

The 1952 amendments to the Defense Production Act permit wage increases for 
employees whose hourly rates are less than a dollar. The Board is now consid- 
ering the questions whether and in what manner the exeniption applies to 
employees who are not paid on an hourly basis, whether increases made pursuant 
to the exemption should be charged against increases permitted by regulations 
6 and 8, and the extent to which increases should be granted other employees 
when the lowest paid employee of a plant are raised to $1 an hour to preserve 
a balanced wage structure. 

It is difficult to maintain a workable wage-stabilization program in face of 
limited budget and the uncertain future of controls. It is becoming increasingly 
difficult to retain experienced personnel and to recruit competent new personnel. 

The proper relationship between price and wage control is always a difficult 
one to maintain. While problems of price and wage control have something in 
common, the differences are extremely significant. The rules and administrative 
apparatus of price control are on an industry basis, and it is possible to remove 
controls when prices are below ceiling and promptly reinstate them when prices 
again rise. Wage decontroi on an industry or any other basis is a much more 
difficult problem. Piecemeal wage decontrol cannot simply follow the exact 
pattern of price suspensions, despite the fact that any general decontrol of prices 
makes it increasingly difficult to get acceptance of wage control. 

It may be feasible to decontrol certain types of compensation, notably some of 
the fringe benefits, and the Board expects to direct its attention to this. area in 
the near future. It may be possible to make greater use of the device of self- 
administering controls. 

APPENDIX A.—Disputes 


I. Presidential referrals 
A. Presidential referrals where recommendations were issued: 
1. American Smelting & Refining Co. and United Steelworkers 
of America, CIO 
2. American Brass Co. and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CIO 
3. Borg-Warner Corp. and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CIO 
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4. Douglas Aireraft Co. and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CIO 
5. Wright Aeronautical Corp. and United Automobile, Aircraft, 
and Agricultural Implement Workers of America, CIO, 
3. Basie steel industry and iron ore companies and United 
Steelworkers of America, CIO 
7. Boeing Airplane Co. and International Association of Ma- 
chinists, AFL 
Ii. Presidential referrais where recommendations were not issued : 
1. Aluminum Co. of America and United Steelworkers of Amer- 
ica, CIO 
2. Aluminum Co. of America and International Council of Alu- 
minum Workers of America, AFL 
3. Kaiser Aluminum & Chemical Corp. and United Steelworkers 
of America, CIO 
4. Various petroleum refining companies and Oilworkers Inter- 
national Union, CIO, along with certain AFL and inde- 
dependent unions 
C. Presidential referrals returned to the President * 
1. Kennecott Copper Corp. and International Union of Mine, 
Mill, and Smelter Workers, Independent, et al. 
II. Voluntary submission, 
A. Voluntary submissions processed by the Board: 
1. American Chain & Cable Co., Inc., and United Steelworkers 
of America, CIO 
2. Hanford atomic energy project and various building craft 
unions, AFL 
3. Todd Shipyard Corp. and International Union Marine and 
Shipbuilding Workers of America, CIO 
. Wright Aeronautical Corp and United Automobile, Aircraft, 
and Agricultural Implement Workers of America, CIO 
5. Garden-Denver Co. and United Steelworkers of America, CIO 
3. Ryan Aeronautical Co, and United Automobile, Aircraft, and 
Agricultural Implement Workers of America, CIO 
. American Smelting & Refining Co. and United Automobile, 
Aircraft and Agricultural Implement Workers of America, 
CIO 
3. United States Smelting, Refining & Mining Co: and United 
Steelworkers of America, CIO 
9. Associated General Contractors of Alaska and Alaska Council 
of Carpenters, AFL 
10. Combined Metals Reduction Co. and United Steelworkers of 
America, CIO 
B. Voluntary submission returned to the parties: 
1. Citizens Rapid Transit Co. of Virginia and Amalramated 
Association of Street, Electric Railway, and Motor Coach 
Smployees, AFL 
2. Craig Shipbuilding Co. and International Union Martne and 
Shipbuilding Workers of America, CIO 
3. Ohio Power Co. and Utility Workers Union, CIO 
. Park Utah Consolidated Mines Co. and United Steelworkers 
of America, CIO 
5. Silver King Coalition Mines Co. and United Steelworkers 
of America, CIO 
}. Chief Consolidated Mining Co. and United Steelworkers of 
America, CIO 
. Moore Drydock et al. and Carpenters and Joiners, AFL 
. Todd Shipyard Corp. (San Francisco)? and United Steel- 
workers of America, CIO 
. Parker Diesel Engineering Co.’ and United Steelworkers of 
America, CIO 
. Moore Drydock Co. and United Steelworkers of America, 
CIO 


>The parties refused to resume production and the Board would not accept the case 
under that circumstance. 


? Submitted after the passage of the 1952 amendments to the Defense Production Act. 
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-11. Pacifie Drydock and Repair Co.’ and United Steelworkers of 
America, CIO 
12. J. Martinolich Ship Repair Co.* and United Steelworkers of 
America, CIO 
C. Voluntary submission withdrawn by the parties: 
1. Owl Drug Co. and Retail Clerk Union, CIO 
2. Long Block Marine Repair Co. and International Union 
Marine and Shipbuilding Workers of America, CIO 
. Wilmington Welding & Boiler Works and International 
Union Marine and Shipbuilding Workers of America, CIO 
. Cavanaugh Machine Works and International Union Marine 
and Shipbuilding Workers of America, CIO 
Marine Solvents Service Corp. and International Union Ma- 
rine and Shipbuilding Workers of America, CIO 
Quality Machine & Boiler Works and International Union 
Marine and Shipbuilding Workers of America, CIO 


APPENDIX B.—Pctitions for wage adjustments’ handled by WSB, June 20, 1951, 
to August 29, 1952 


Number Percent 


Total number of petitions received : Se saint al Aabiiiseaate a abel 95, 678 


Total number of petitions disposed ? ; 83, 962 
‘Total number of petitions on hand Sept. 


Total number of cases decided to date 


Cases approved___........--- 
Cases denied 
Cases modified _- 


! Excludes health and welfare, pension and agriculture cases. ; 
2 Includes petitions decided, transferred to other jurisdictions, conceled, withdrawn, etc. 


APPENDIX C.—Personnel distribution of the Wage Stabilization Board 
Aug. 31, 1952 


Classi- tial ap- 4A. E.| W.0.C. ; 
Organizational group fied em- a consul- | employ- Total 


} oint- 
ployees — tants ees 


| Presiden- W. 


Office of the Chairman and members of the Board 44 15 
Office of the Executive Director 73 

Office of Administrative Management - 182 

Office of the Chief Counsel 31 

Office of Economic Analysis 66 

Office of Case Analysis ise dk ye : 144 

Office of Disputes . 

Office of Information 


Departmental total 


Region I, Boston 

Region II, New York 
Region III, Philadelphia 
Region IV, Richmond 
Region V, Atlanta 

Region VI-A, Cleveland 
Region VI-B, Detroit 
Region VII, Chicago ; 
Region VIII, Minneapolis 
Region IX, Kansas City 
Region X, Dallas 

Region XI, Denver 
Region XII, San Francisco 
Region XIII, Seattle 


Regional offices total 


Grand total 


2 Submitted after the passage of the 1952 amendments to the Defense Production Act. 
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Pe 
Oct. 19h2- Jan. 1950- June 1950- Jan. 1951- 
April 19lis Jan. 1952 Jan. 1951° July 1952 
laverage hourly earnings used: adjusted for overtime and interindustry shifts 


BITUMINOUS COAL CASBS 
For immediate release Saturday, October 18, 1952 


Chairman Archibald Cox of the Wage Stabilization Board today issued the fol- 
lowing statement summarizing the opinion in the bituminous coal cases: 

After thorough consideration of all the facts, the Wage Stabilization Board 
has reached a decision on the applications of the bituminous coal operators for 
approval of a proposed wage increase of $1.90 a day for 375,000 miners. 

The position of the public members of the Board is that an increase of $1.50 
a day is all that can be approved under our regulations and policies. Approval 
of any further amount would damage our national effort to halt inflation. 

Of the total approvable increase, $1.05—or approximately 13 cents an hour— 
is permissible to offset the rise in the cost of living since January 15, 1951. The 
increase in the cost of living since that date is 5.9 percent, while the miners’ 
current average straight-time hourly earnings is $2.21. Thus, General Wage 
Regulation 8 allows an increase of about 18 cents. 

An additional increase of 45 cents a day—or approximately 5 cents an hour— 
is approvable under the Board’s responsibility to maintain proper wage relation- 
ships and prevent hardships and inequities. In performance of this function, 
the Board has permitted wage rates to rise somewhat above rigid adherence to 
cost of living formulas in several major industries. It would discriminate 
against the miners to deny them an increase comparable to those approved in 
airframe, aluminum, automobiles, copper, petroleum, rubber, shipbuilding, and 
steel. However, fairness and equity forbid approval of increases for miners 
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greater than those received by other groups. Using January 15, 1950, as a base, 
the $1.50 a day increase will give the miners equal treatment. No group will 
have received more. Most groups will have received measurably less. 

In addition to the $1.50 wage increase, the miners bargained for an additional 
contribution to their welfare fund of 10 cents a ton, or the cost equivalent of a 
70-cent daily wage increase. Under WSB regulations specific approval of the 
royalty payment is not required. 

We have considered the various arguments made for approval of the full in- 
crease such as the contentions that the excess is needed to compensate the miners 
for fringe benefits enjoyed by other workers, to maintain annual earnings, and 
to keep real wages in step with increased productivity. Our examination of all 
available statistical information convinced us that these arguments are not sup- 
ported by fact and are contrary to stabilization policies applied to all other work- 
ers. If we were to use them to approve the application, they would be quickly 
recognized as flimsy excuses for a wage increase actually greater than any con- 
sistent with an honest stabilization program. If we did this here, other unions 
would seek, with adequate justification, to follow the same course. They would 
press the Board to grant them equal increases under one excuse or another. 
The Board could do little but yield. A wage stabilization program which de- 
liberately violated the democratic principle of equality would soon become in- 
tolerable. A wage stabilization program under which an excuse was found for 
approving every increase requested by a powerful group would be a fraud. 

The real issue before us in this case, therefore, is whether we shall now aban- 
don the fight against inflation when inflationary pressures have not subsided 
and the cost of living continues to rise. Our decision is against such a step. 
This conforms to the will of Congress which wrote into law a program of economic 
stabilization. We believe it also conforms to the earnest desire of the American 
people for effective anti-inflation controls. 

The foundation of a free society is voluntary acceptance of the decisions 
reached under the processes of democratic government. A Congress elected by 
the people made wage stabilization the law of the land. The bituminous coal 
miners have fared well under a free democratic society. No group has more to 
lose by its destruction. The coal miners do not need a Wage Stabilization Board 
to teach this lesson. No group has sacrificed more of toil or blood to keep us 
free. It must be our hope that the sound common sense of the coal miners and 
the wisdom of their leaders will lead them to share in the national endeavor to 
remain strong and free. For both the miners and their leaders must know that 
freedom—their freedom—cannot long survive when the supremacy of law is 
challenged by naked power. 





SALARY STABILIZATION BOARD 


SALARY STABILIZATION BOarD, 
Washington 25, D. C., September 9, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 

Dear SENATOR MAYBANK: In the absence of Judge Miller I am forwarding the 
report of operations of this agency for the 12 months just passed as requested. 
The request, dated August 22, 1952, asks that information be provided in accord- 
ance with 10 topical headings listed in the communication. The statements below 
correspond with the numbered elements of your letter and include reference to 
the seven exhibits which are attached to and a part of this report. 

1. The Salary Stabilization Board and the Office of Salary Stabilization, the 
latter being the administrative organization which carries out the policies estab- 
lished by the former, administer only one program; namely, that of stabilization 
of salaries received by persons employed in bona fide executive, administrative, 
professional or outside salesmen capacities. In addition under the 1952 amend- 
ments to the Defense Production Act, the Salary Stabilization Board’s jurisdic- 
tion was extended to include supervisors as that term is defined in the Labor 
Management Relations Act, 1947, as amended. The salary stabilization program 
consists of three principal functions: (a) policy development, (0) determina- 
tions on individual applications for approval of salary adjustment and (c) com- 
pliance and enforcement. 
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2. The authority of the Salary Stabilization Board was originally established 
under General Order No. 8 of the Economic Stabilization Administrator on 
May 10, 1951, with an amending modification issued on June 21, 1951. However, 
under the 1952 amendments to the Defense Production Act, the Salary Stabiliza- 
tion Board and its executive arm, the Office of Salary Stabilization, were given 
specific statutory recognition. Section 408 (c) of the Defense Production Act 
as amended now provides the statutory authority. 

3. Policy development—At the time of the last report by this office to the 
Joint Committee on Defense Production, dated October 8, 1951, the Salary Sta- 
bilization Board h d issued three General Salary Stabilization Regulations—No. 
1, No. 2 and No.3. Since that date and up to the present time, the Salary Stabili- 
zation Board has issued general salary stabilization regulations with revisions 
and amendments up to and including General Salary Stabilization Regulation 
No. 8. The regulations that are currently in effect are included in attached ex- 
hibit 1. In addition, the Salary Stabilization Board issued Salary Procedural 
Regulations No. 1 and No. 2. No. 1 deals with filing of applications, reconsid- 
erations and appeals. No. 2 concerns enforcement. These two regulations are 
included in attached exhibit 2. A third body of policy and procedure is contained 
in a series called general salary orders, which are from time to time incorporated 
in regulations, as appropriate. As of the date of this report, the Salary Stabili- 
zation Board has issued general salary orders up to and including General Sal- 
alry Order No. 18. These salary orders are included in attached exhibit 3. As 
regulations cannot be issued in such detail as to cover every possible contin- 
gency, the regulations and salary orders have been supplemented by explanatory 
and interpretative materials issued to the public in a series entitled “Interpre- 
tations.” At this date the Office of Salary Stabilization has issued interpretations 
up to and including Interpretation No, 15. These interpretations are included 
in the attached exhibit No.4. Each of the exhibits 1, 2,3, and 4 has a cover sheet 
listing in tabular form the number of the document, the subject, the date issued, 
ete. 

In developing the policies governing adjustments of salaries under the Defense 
Production Act, the Salary Stabilization Board has proceeded on the basis of the 
following self-adopted principles : 

(a) The public interest requires that executive compensation under a stabili- 
zation program bear the same general relationship to the economy as it had in 
the past. ° 

(b) The basic salary policies should enable business to operate as flexibly as 
possible with a minimum need for submission of petitions for rulings on the 
cases of individual employees. 

(c) While the policies must satisfy the requirements of broad public interest, 
labor groups should be assured that equitable treatment will in fact be the 
rule. 

(d) Industry should be assured that due recognition has been given to the 
unique problems of compensation in the jurisdiction of the Salary Stabilization 
Board. 

(ec) The incentive system which is at the root of the American system of free 
enterprise should be preserved consistent with the needs of economic stabiliza- 
tion. 

Pursuant to these basic principles the Salary Stabilization Board has made 
every possible effort to relieve employers of inconvenience, while still preserv- 
ing the integrity of the program, and has consistently sought the advice of mem- 
bers of private industry through individual and group conferences. To the 
greatest extent possible the Board has made its regulations self-administering ; 
that is, has made it possible for probably the vast majority of employers under 
the jurisdiction of the Salary Stabilization Board to make their salary adjust- 
ments, within the limits laid down in the regulations and salary orders, without 
obtaining prior approval from the Office of Salary Stabilization. This device 
has relieved businessmen of a great deal of difficulty, delay, and inconvenience 
they would otherwise have encountered. The enforcement program now in op- 
eration should provide some evidence as to whether or not self-administration 
has also led to greater violation. 

Every regulation and salary order issued represents a considered study of the 
legal and economic implications and of business practice. Summaries of two 
studies that may be of more than ordinary interest to the committee are included 
as examples in exhibit 5. The subjects of these studies are (a) number of 
emplovees under Salary Stabilization Board jurisdiction and (b) production 
incentive plans. 
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In keeping with the Board’s recognition of the need to make it as easy as pos- 
sible for employers to make salary adjustments permitted within prescribed 
limits, the Board and the Executive Director early established the policy of 
soliciting advice and assistance from businessmen in the establishment of its 
policies. The first such advisory body, reported in the 1951 report to the joint 
committee, was the Stock Option Panel. Other advisory bodies subsequently 
established in connection with various policies were the Talent Industry Ad- 
visory Committee and the Professional Sports Panel. Conferences were also held 
on Salesmen’s compensation production incentives, and the compensation of 
professional engineers. In addition, a number of general conferences on salary 
stabilization matters were held with trade association groups and other business 
representatives. 

Field operations.—The plan for establishing 14 field offices, reported in the 
previous report to the joint committee, had to be restricted because of insufficient 
funds for the 19538 fiscal year. Nine field offices were established up to June 3), 
1952. These field offices are located in Boston, New York, Philadelphia, Atlanta, 
Cleveland, Chicago, Denver, San Francisco, and Seattle. For reasons of economy 
San Francisco and Seattle territories are now under the direction of a single 
field director. 

Beginning with a delegation of authority to the New York field office on 
February 27, 1952, delegatiens of authority to process cases within certain 
limits have been made to all field offices and field offices are now processing 
cases in most of the policy areas. The Office of Salary Stabilization has pro- 
ceeded conservatively in placing responsibility on the field offices for making 
case determinations for a major problem in establishing the field offices has 
been the recruitment of competent staffs in the existing tight labor market. 
The field directors mafntain continuous liaison with the regional staffs of the 
Wage Stabilization Board and with the field office staffs of the Wage and Hour 
and Public Contre acts Divisions of the Department of Labor. During the year 
the Office of Salary Stabilization maintained an operating relationship with the 
Wage and Hour and Public Contracts Divisions of the Department of Labor. 
By agreement certain services were performed by the Wage and Hour field staffs 
for the Office of Salary Stabilization for the cost of which the Department of 
Labor is reimbursed by the Office of Salary Stabilization. The services per- 
formed in the eighty-odd Wage and Hour field offices have be@én— 

(a) To disseminate information, answer questions, and distribute regu- 
lations, salary orders, etc., to employers affected by the program. 

(b) To give advice on self-administration and on the preparation and 
filing of applications for salary adjustments. 

As a result of the sharp curtailment of funds it has now been necessary to 
discontinue, effective October 1, 1952, the arrangement for service by the Wage 
and Hour and Public Contracts Divisions. A correspondingly heavier load will 
therefore have to be carried by Office of Salary Stabilization field offices, at the 
same time that the Office of Salary Stabilization is starting a progressive curtail- 
ment of its own staff. 

Case determinations.—Through the week ending August 22, a total of 35,889 
applications for salary increases had been received by the Office of Salary 
Stabilization, more than 30,000 of which have been acted on. Employers whose 
applications have been denied may request reconsideration and, if the decision 
is still adverse, may appeal the decision to the Review and Appeals Committee 
of the Office of Salary Stabilization. Only 50 of the more than 25,000 determina- 
tions made by this Office before the close of fiscal year 1952, had been appealed 
as of June 30, 1952. The diversity of the salary adjustment situations repre- 
sented by these determinations is indicated by the bar chart in attached exhibit 
6 covering operations through June 1952. 

Enforcement.—The Defense Production Act requires that no investigations may 
be instituted until the scope and purpose of such investigations have been defined 
by competent authority. This having been done, the first investigations were 
conducted by the Office of Salary Stabilization in the second quarter of the fiscal 
year 1952. On April 29, 152, Salary Procedural Regulation No. 2 (exhibit 2) 
was promulgated by the Salary Stabilization Board putting the Office of Salary 
Stabilization in a position to take positive enforcement action. The investiga 
tions program Was slowly stepped up to a total of 122 investigations in the fourth 
quarter of the fiscal year 1952. <A total of 2,139 investigations have been scheduled 
as of a tember 1, 1952. The first sanction was imposed by the Agency about 
May 5, 1952. This took the form of a tax disallowance and was formally certified 
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to the Bureau of Internal Revenue on May 19, 1952, It is the policy of the Office 
of Salary Stabilization to take into account extenuating circumstances and in 
appropriate cases to limit the disallowance to the amount of salary paid in excess 
of the legal maximum permissible under the salary regulations and orders, 
rather than the total salary payment. At the same time, it has been the policy 
not to accept in settlement less than the full amoant of the excess payment. 

4. Effectiveness of program.—The effectiveness of the salary stabilization pro- 
gram as a whole is difficult to assess with any degree of precision. It is even 
more difficult to arrive at a judgment as to the effectiveness of the salary stabili- 
zation program in the self-administering area. Perhaps the most reliable meas- 
ure of effectiveness of the program is that which applies generally to all four of 
the constituent units of the Economic Stabilization Agency, namely, the move- 
ment of the BLS Consumers Price Index which in the 12 months ending with 
August, 1952, rose only about 244! percent. Obviously the effectiveness of salary 
controls is closely linked to the effectiveness of price, wage, and rent controls 
and one cannot on the basis of evidence be dogmatic in the interpretations of the 
reasons for movements of the BLS Consumers Price Index either up or down. 
The policies are to the maximum degree coordinated with those of the Wage 
Stabilization Board with the objective of equality of impact of the stabilization 
program. 

The enforcement investigations now going forward perhaps will provide an- 
other index of the effectiveness of the program. The experience of the Office 
in enforcement has not as yet gone far enough to provide any positive factual evi- 
dence. Indications are, however, that violations in both the self-administration 
and the prior approval areas are above what might be considered normal in a 
program of this kind. Fifty of the first 155 cases investigated involved violations. 
There is some evidence of attempted evasion by setting eside funds as deferred 
compensation; such funds to be distributed on a prescribed basis to employees 
after salary stabilization has terminated. 

One of the means, of course, by which effectiveness is enhanced is publicity. 
The Office of Salary Stabilization has attempted to obtain as widespread pub- 
licity as possible for its program as well as for the conditions estabished in 
regulations and salary orders so that all employers would know what was re- 
quired of them. Examples of such publicity other than press releases, con- 
ferences, and speeches are contained in exhibit 7, consisting of an article on 
salary stabilization by Joseph D. Cooper, Executive Director of the Office of 
Salary Stabilization, carried in the December issue of Factory Management and 
Maintenance, a descriptive article in Business Week, and the OSS Fact Sheet, 
part I (pt. Il is in process of revision). 

5. Current need for program.—That there is a current need for the program 
of salary stabilization is indicated by the now accelerated upward movement of 
the consumers price index. As one of the direct control agencies, the salary 
program affects a smaller segment of the economy than price or wage controls 
yet it affects 5 million salaried personnel with $30 billion annual income. The 
existence of price and wage control necessitates similar control over salaries. 

The controls program of World War II was established in 1942 and terminated 
on November 10, 1946. The monthly average of the consumer’s price index in 
1942 was 116.6. The monthly average in 1945, the last full year of World War II 
price controls, was 128.6. By 1948, however, after all controls had been re- 
linquished, the consumer’s price index had risen to 171.9. Thus, in the course 
of 3 years subsequent to the removal of direct controls the index had jumped 
43 points. There were, of course, unusual pent-up inflationary pressures which 
were released at the end of the war, but it is generally agreed that the direct 
controls program had a measurable effect on the slow-up of inflation in the 
economy. In June 1950 the consumers price index stood at 170.2. By July 
1951, it had jumped to 185.5. 

The first half of the calendar year 1952 was a period of mixed inflationary 
and deflationary pressures. Although the first quarter of the year fostered a 
belief that mild recession would develop before defense spending reached its 
crest, the second quarter showed an upward swing with inflationary tones. The 
current conditions with respect to the cost of living have apparently reversed 
the trend present early in 1952 and the consumer’s price index in August 1952 
had reached a high of 191. 

One of the imponderables in maintaining economic stability is the consumer. 
Should the consumer be overcautious or decidedly reluctant in his spending habits. 
deflationary effects are felt in the economy. Should the consumer become opti- 
mistic, overeager, or actually scared into a competitive buying spree the infla 
tionary effects grow. The Mid-Year Economic Review prepared by the Council 
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of Economic Advisers and released July 19, 1952, stated in part: “An inflationary 
spiral could develop either through a lack of controls or conceivably in the 
guise of escalation permitted by controls. It is because of the latter possibility 
that it will be essential to retain a general control structure during the near 
future and that it be centered on the broad principle of minimizing cost increases.” 

In concluding this point it must be said that it is as difficult to evaluate the 
effect that direct controls have had in the salary area during the past year as 
it is to predict the effect of a major suspension of salary controls. When it 
comes to justifying controls in the salary field generally, reliance must be placed 
upon broad measures of economic trends such as price and wage indexes. 

6. Small business.—The 1952 amendments to the Defense Production Act 
exempted from direct controls wages, salaries, or other compensation of persons 
employed in small-business enterprises in which a total of eight or less persons 
are employed in all its establishments, branches, units, or affiliates. Prior to 
this congressional action, a regulation embodying the exemption of small-business 
enterprises was adopted by the Salary Stabilization Board on May 13, 1952, but 
this proposed regulation gave way to Economic Stabilization Agency General 
Order 17 on small business which was issued pursuant to the statutory exemp- 
tion and applied to both the Wage Stabilization Board and the Salary Stabi- 
lization Board. 

A further step of practical assistance to small business was taken by the Salary 
Stabilization Board in eliminating several reports that had been previously re- 
quired. Of particular significance to small business, of course, has been the 
establishment of field offices by the Office of Salary Stabilization, making it 
possible for small-business men to obtain information and assistance in the 
preparation of applications or on the problems of self-administration from 
offices in their own area, making it unnecessary for them to hire attorneys and 
accountants to represent them in Washington. This service to small business will 
necessarily be curtailed as a result of the reduced appropriation for the fiscal 
year 1953. Perhaps the greatest help to small business was the policy of 
emphasis on self-administration adopted by the Salary Stabilization Board at 
the beginning of its career. Undoubtedly the shifting of the largest possible area 
of salary controls to a self-administration basis, where the small-business man 
could make his adjustments without obtaining prior approval of the Office of 
Salary Stabilization, has been a boon to small business. 

7. Personnel and advisory committees.—The personnel of the Office of Salary 
Stabilization totaled 378 on September 1, 1952. Of this number 162 are employed 
in the 9 field offices. Owing to insufficiency of funds provided by the appropria- 
tion for the fiscal year 1953, a progressive reduction in personnel has been 
started. Inasmuch as the functions of policy formulation and interpretation to 
meet changing conditions and new problems, the processing of cases submitted 
by industry and enforcement of the law must continue as long as there is a 
salary stabilization program; none of the major functions can be discontinued. 
There can only be a reduction in the scope of the activities that constitute these 
functions. This will inevitably mean less prompt service to employers requesting 
approval of increases in salaries to their employees. 

The Salary Stabilization Board has not adopted the practice of having stand- 
ing advisory committees. Instead the Salary Stabilization Board has appointed 
advisory committees or panels to assist the Board in the development of specific 
policies—such as the policies on bonuses, compensation of professional athletes, 
stock options, ete. Such panels conclude their considerations with a report to the 
Board on the problems within their scope. The use of such panels has proved 
to be a great help in the promulgation of policies and undoubtedly has resulted 
in more realistic treatment of the problems of employers than would otherwise 
have been the case. 

8S. Present major problems.—The major administrative problems which con- 
front the agency arise primarily out of the fact that the program is to terminate 
on April 30, 1953. There will undoubtedly be more of a problem of violation; 
some employers, thinking that the program is going to go out of existence on 
the 30th of April 1953, will tend te be less respectful of the law. A further 
difficulty is that of maintenance of operations concurrently with progressive re- 
duction in staff. As long as the law providing for controls exists, the program 
must go on with such suspension of controls by administrative action, now pro- 
vided for in the law, as is justified by deflationary changes in the economic pic- 
ture. Policy questions will continue and must be met; applications for salary 
increases must be processed; the compliance program must be even more active 
because of the greater tendency to violate the law with statutory termination 
not far off. To serve the public reasonably well, to adapt the program to the 
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progressive reduction in staff will unquestionably be a difficult matter. Em- 
ployers will need to bear with the Administration some of these problems that 
are inevitably associated with the approaching termination of the program and 
the current curtailment of staffs. 

Major policy questions now facing the Board relate to (1) necessary revision 
of policy in the light of changing economic conditions and business practices, 
(2) consideration of possibility of selective suspension of controls, taking into 
account labor market areas which cut across industry lines, (3) effectuation 
of the small-business exemption in relation to such factors as changes in business 
size and organization relationships, (4) questions regarding changes in jurisdic- 
tion, vis-A-vis Wage Stabilization Board arising from the 1952 amendments, and 
(5) the application of the amendments which have placed supervisors under 
the jurisdiction of the Salary Stabilization Board. The exemption of profes- 
sional engineers poses questions of interpretation. In view of the interplant and 
intraplant inequities which may be created by action of some employers, even at 
the expense of disruption of normal compensation relationships with other 
related employees, it is recommended that this exemption be deleted if the De- 
fense Production Act is extended by the Congress. 

9. There is no additional information to offer under the heading of pertinent 
information. 

The Executive Director of the Office of Salary Stabilization, Mr. Joseph D. 
Cooper, is designated as the person responsible for the compilation of materials 
for the committee. 

I hope the above information and the seven attached exhibits provide all 
that you wish to know. If anything further is desired, I will be happy to 
furnish it. 

Sincerely yours, 
DonaLp PENDLETON, 
Vice Chairman, 


ExuisitT 1.—General salary stabilization regulations 


No Subject Dated Status as of Sept. 1, 1952 


GSSR 1, amended Stabilization and general ad- | Aug. 18,1952 | In effect. This regulation su- 
justments of salaries and perseded General Salary Sta- 
other compensation. bilization Regulation No. 1, 
| dated July 5, 1951, and its 
amendments; General Salary 
Stabilization Regulation No. 
3, dated Sept. 12, 1951, and 
its amendments, and Gen- 
eral Salary Orders 1, 2, 3, 5, 
6, as amended, and 10. Gen- 
eral Salary Orders 4 and 8 
were previously superseded 
by General Salary Order 10. 
GSSR 2 Profit-sharing and other . 17,1951 | In effect. 
bonuses 
Amendment Reporting requirements ; , 1952 
GSSR 4, revised Stock option and stock-pur- . 29,1952 | In effect. This regulation su- 
chase plans | perseded Geners! Salary Sta- 
| bilization Regulation 4 dated 
Nov. 14, 1951, and General 
Salary Order 9 
Amendment j Reports and record keeping 
GSSR 5 | Compensation of sales employ- | ! 29, In effect. 
ees, 
Amendment 1_. Adjustments in commission | 
earnings and commission 
rates 
GSSR 6 : Pension plans and deferred 
profit sharing and _ stock 
bonus plans. 
Amendment 1. | Filing and record-keeping re- | 
quirements | | 
GSSR7 _...-------| Salaries and other comnensa- . oo Do. 
tion for professional athletes. | 
Amendment ....| Reporting requirements J | 
GSSR 8, revised__.......| Health and welfare plans . » 30, | In effect. This regulation 
| ; | superseded General Salary 
Stabilisation Regulation 8 
dated May 15, 1952. Gen- 
eral Salary Order 11 was pre- 
viously superseded hy Gen- 
eral Salary Stabilization Reg- 
ulation 8. 
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n- Exnuisit 2.—Salary procedural regulations 
at 
nd 
No. | Subject Dated Status as of Sept. 1, 1952 
on Se ee ee ee ee eee ee ee ee = 3 os 
2s, SPR 1. nite Procedural requirements re- | Mar. 6,1952 | In effect. 
to | garding applications for ad- 
justments in salaries and 
on other compensation of em- 
‘SS ployees subject to juris- 
ic- diction of the Board. 
1 SPR2 Procedural requirements re- | Apr. 29, 1952 Do. 
n¢ garding enforcement of gen- 
ler eral salary stabilization regu- 
ag- lations, general salary orders, 
and determinations. 
nd 
at 
er Exuibit 3.—General salary orders 
de- 
No. Subject Dated Status as of Sept. 1, 1952 
ont 
D GSO7 Christmas or year-end bo-/| Dee. 14,1951 | Not rescinded but not appli- 
? nuses not exceeding $40 in cable to any years subsequent 
als value in the absence of a to 1951. 
prior practice. 
all GSO 12 4 New profit-sharing and other | Apr. 30,1952 | In effect. 
bonuses. 
to GSO 13 Death benefits ‘ait irene: Ae SE, 2008 Do. 
Exursit 4.—I/nterpretations 
_ i | 
No. Subject Dated | Remarks 
Interpretation 1 Exemption from salary stabili- | Sept. 28, 1951 
’ zation of certain physicians 
, and attorneys 
Amendment 1 Amendment to interpreta- | Jan. 23,1952 
tion 1. 
1 su Interpretation 2 Christmas and year-end | Nov. 8,1951 | Applied to 1951 only 
Sta- bonuses 
0. 1, Interpretation 3 Profit sharing and other | Dec. 7,1951 | To be revised or amended pri- 
1 its bonuses under General Sal- marily to substitute appro- 
lary ary Stabilization Regulation priate section references to 
co No. 2. | General Salary Stabilization 
Gaus | Regulation 1, amended. 
— Amendment 1 Miscellaneous amendments to | Feb. 27, 1952 
ae Sp interpretation 3. 
Gen- Amendment 2 do ‘ -| Mar. 21, 1952 
a 1 Interpretation 4 10-percent increases in salaries | Mar. 3,1952 | To be revised or amended to in- 
- and other compensation clude the new substative pro- 
sd under sec. 8 of General Salary visions contained in General 
Stabilization Reguletion 1, Salary Stabilization Regula- 
as amended tion 1, amended, and appro- 
rriate section relerences 
n su: thereto 
‘ati 4 Interpretation 5 Authorized adjustments in| Apr. 9, 1952 Do. 
os salaries and other compensa- 
neral tion under General Salary 
Order 6, as amended 
Amendment 1... Amendment to _ interpreta- Aug. 13, 1952 | 
tion 5 
Interpretation 6 Extended workweek compen- | May 21, 1952 Do. 
sation Under General Salary 
Order 10 
Interpretation 7 Stock option and stock pur- G0... | To be revised or amended pri- 
chase plans. marily to substitute appro- 
| priate section references to 
| | General Salary Stabilizat on 
| Regulation 1, amended 
Interpretation 8 : Effects of changes in the legal '_.._..do.___.- Do. 
structure of business enter- 
prises. 
ia Kio Interpretation 9___.__- Employees subject to General | June 4,1952 | To be revised or amended to 
eae Salary Stabilization Regu- | include the new substantive 
—e lation 5 | provisions contained in Gen- 
Zien. eral Salary Stabilization Reg- 
ane, | | ulation 1, amended, an 
yt | appropriate section references 
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ExuHisit 4,—I/nterpretations—Continued 


No. Subject Dated | Remarks 


Interpretation 10 Salaries for new or changed | June 5, 1952 
ositions under Salary Sta- 
ilization Regulation 3, 
see. 8. 
Amendment 1 Amendment to interpretation | Aug. 27,1952 
| 10 to substitute appropriate 
section references in General 
Salary Stabilization Regula- 
tion 1, amended, for refer- 
ences in the superseded 
General Salary Stabilization 
Regulation 3, as amended. 
Interpretation 11, re- | New plants (art. VIII of Gen- | / . 22,1952 | This interpretation superseded 
vised. |; eral Salary Stabilization interpretation 11, dated June 
| Regulation 1, amended). 30, 1952. 

Interpretation 12.......-- Exclusion from salary stabili- 
zation of professional engi- 
neers employed in a profes- 
sional capacity. 

Interpretation 13.........| Relation of General Salary y 17,1952 | To be revised or amended to 
Stabilization Regulation 2 | include the new substantive 
to certain stock-purchase provisions contained in Gen- 
plans. eral Salary Stabilization Reg- 

ulation 1, amended, and 

appropriate section refer- 
ences thereto. 

Interpretation 14 .| Exclusion from salary stabili- 
zation of professional archi- 
tects employed in a pro- 
fessional capacity. 

Interpretation 15_........| Exclusion from salary stabili- | 
zation of certified public 
accountants employed in a 
professional capacity. 








ExHisit 5—NUMBER OF EMPLOYEES UNDER JURISDICTION OF THE SALARY 
STABILIZATION Boarp'* 


The following tables contain estimates of the number of employees in private 
industry under the jurisdiction of the Salary Stabilization Board and of their 
compensation in January 1952. However, the figures take into account the 
changes in the jurisdiction of the Salary Stabilization Board made by the 1952 
amendments to the Defense Production Act of 1950 which were made subse- 
quently. 

The data are presented according to principal individual cecupation and occu- 
pation groups. They exclude the number of employees estimated as subject to 
collective-bargaining agreements. It should be pointed out that, although these 
statistics are based upon the most accurate data available, they still are only 
rough ¢stimates. 


Estimated number in private industry under jurisdiction of Salary Stabilization 
Board compared with total labor force, January 1952 


The total number of employees in private industry under jurisdiction of the 
Salary Stabilization Board in January 1952 is estimated as approximately 5.4 
million. This number was 9 percent of the total number of employed civilians 
at that time, and almost 13 percent of those employed civilians consisting of 
private wage and salary workers. 

Million 
Total number of employed civilians____- _ 
Less Government workers 
Less self-employed 
Less unpaid family workers 


Leaves, private wage and salary workers___...____- -__- 
Number of private industry employees estimated as under jurisdiction of 
Salary Stabilization Board___--_- ess age caaidilaaikih stb ne re ota inpdeean million__ 
As percent of total employed civiliams_____._..__________ __percent 
As percent of private wage and salary workers___.._.__________ as 


1Prepared by Statistical Analysis Division, Office of Program Policy, Office of Salary 
Stabilization. 
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Estimated compensation of employees subject to Salary Stabilization Board 
compared with that of total labor force 


The annual compensation of employees in private industry under the juris- 
diction of the Salary Stabilization Board, based upon January 1952 rates of 
compensation, is estimated as $31.0 billion. This amounts to almost 18 percent 
of the annual rate of wages and salaries of the entire employed labor force in 
effect in the last quarter of 1951 and almost 22 percent of the wages and salaries 
of privately employed workers. 


Billions 
(annual rate) 
Wages and salaries of total employed labor’ force, last quarter 1951____ 173.5 
Wages and salaries of privately employed,’.last quarter 1951_-_-_____-__~ 141.6 


Salaries of privately employed persons under SSB jurisdiction January 


1952 (estimated) —__~- ats asin nse cae eps at tite ciated mie haaipemasicie a). 
Percent 

Percent of compensation of total employed labor force____--_-_--_-- 17.9 
Percent of compensation of privately employed____-__-___---______--- 21.9 


1Source: Bureau of Foreign and Domestic Commerce, Survey of Current Business, 
January 1951. 


Breakdown by occupation 


The principal occupational group under jurisdiction of the Salary Stabilization 
Board consists of managers and officials. Their number in January 1952 was 
estimated at almost 244 million, or 45 percent of the total of 5.4 million. The 
next in importance were the outside salesmen, who were estimated at 1.3 million. 
Professional personnel numbered about 0.9 million. 

Among the outside salesmen, insurance agents were estimated at almost 270,- 
000 in January 1952, and real estate agents at 80,000. 

The largest professional group was the accountants, which were estimated at 
about 200,000. 

Foremen were estimated at over 800,000. 

The annual compensation of managers and officials (at January 1952 salary 
rates) was estimated at 15.2 billion, or almost half of the total of $31 billion esti- 
mated to have been received by all employees under SSB jurisdiction. The 
annual compensation of outside salesmen was estimated at $6.1 billion; or one- 
fifth of the total. For professional personnel, the figure was estimated at $5.5 
billion, or about one-sixth of the total. 


PRODUCTION INCENTIVE PLANS 


Section 91, GSSR 1, amended, provides that the normal operation or application 
of incentive rates or plans may continue if such plan or practice was in effect on 
or before January 25, 1951, and the method of application is consistent with 
methods previously followed. This regulation does not contain any definition of 
an incentive plan, nor does it provide any further data in this regard. In effect, 
it represents an authority to continue past practice with regard to production 
incentive plans in companies in which such plans were in existence prior to 
stabilization. 

GWR 15 contains the existing policies of the Wage Stabilization Board with 
regard to incentive wage or piece rates. The regulation does not, however, dis- 
cuss the Board’s policy with regard to new incentive plans. Basically GWR 15 
establishes the rules and procedures governing the day-to-day administration of 
piece and incentive rates in companies having such incentive plans. This regula- 
tion authorjzes employers to establish new rates or adjust rates for changes in 
method, product, tools, material, design, quality requirements, work assign- 
ments, and other production or job conditions. It also defines the criteria for 
fixing incentive wage or piece rates. These criteria are time study, standard data, 
estimates, or negotiations, depending in each case upon the past practice of the 
empleyer. 

WSB Resolution No. 70 on wage incentives, adopted November 19, 1951, estab- 
lishes WSB policy for action on petitions for the approval of new piecework 
or incentive wage plans, or revisions of existing plans (excluding those covered 
by GWR 15), for individuals or for particular groups within a plant in accordance 
with defined criteria. 

This criteria apply oniy to incentive plans for individuals or particular groups 
within a plant. The resolution also provides that petitions for approval of other 





128 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


types of plans, including plant-wide programs based on the over-all output of a 
plant, or plans based upon criteria differing from those specified, will be con- 
sidered on a case-by-case basis. In issuing this resolution, WSB Chairman 
Nathan P. Feinsinger emphasized that the policy should not be confused with 
the broader issue of “productivity” increases, The policy questions with respect 
to the “productivity” concept are being handled on a separate and distinct basis. 

Reports on the operation of new wage incentive plans by managements to the 
War Labor Board indicated that, on the average, an increase in production per 
man-hour of about 40 percent occurred in the first 90 days of operation. Wages 
increased an average of 15 to 20 percent and costs decreased 10 to 15 percent. 
It was estimated that approximately 1 million workers were affected by the 
new wage incentive plans in 1944. Thus the increase in productivity from new 
incentives in that 1 year resulted in an addition of an estimated equivalent of 
400,000 persons in the Nation’s working force. 

It is clear, therefore, that wage incentive plans are designed to accomplish 
two objectives vital to the mobilization effort. They seek to increase productivity 
and to increase utilization of available manpower. At the same time, if such 
plans are actually effective, they tend to decrease unit labor costs. Therefore, 
in an effective wage incentive plan, productivity goes up, earnings of the incentive 
workers likewise proportionately go up, and unit costs decrease. In such a situa- 
tion, the increase in earnings is not unstabilizing because costs per unit are held 
constant or go down and the number of units produced are increased and man- 
power savings are worth while. 

In this regard, a review of 514 cases approved by the War Labor Board indicated 
that only 4 cases showed a decrease in productivity. In 66 cases, production 
increased between 10 and 15 percent and the average increase in production 
above past performance was 39 percent. Based on a review of 173 cases, the 
average increase in earnings was 17 percent, with the greatest concentration 
being in the 10 to 15 percent group. Based upon this same 173 group of cases, 
there was an average decrease in unit labor cost of 11.5 percent, with the greatest 
concentration of cases falling in the 0 to 5 percent segment. 

In the final analysis, everyone in an organization contributes in some measure 
to productivity achievements. However, with regard to executives and higher 
level managerial personnel, incentive is usually created through the mechanism 
of salary increases, bonuses, and profits, or some combination of these elements. 
It is important that the theory of wage incentive plans be clear and distinct 
from the broader and more universal theory of incentive compensation which, 
of course, is needed at all levels in an organization and is usually called a bonus 
when considered in terms of executive personnel. 

There is a distinct difference between profit-sharing bonuses and wage incen- 
tives. Profit-sharing bonuses, as they exist in current industry practice, may 
or may not provide or create incentive. There are all sorts of bonus plans. 
Some provide incentive and others provide none. As a result, many authorities 
in the field have sought to differentiate between “incentive bonus plans” and 
“profit-sharing bonus plans.” Since most bonus plans seek to achieve an element 
of incentive (at least when they are established), it is easy to confuse the con- 
sideration of a production incentive plan with an incentive bonus plan. This 
is particularly true since both concepts use the word “incentive” interchangeably 
and, further, since a truly effective incentive bonus plan seeks to increase pro- 
ductivity in some way, even though it may be quite indirect. To prevent con- 
fusion and to preclude the development of a policy which overlaps with the 
existing policy on profit sharing and bonuses (GSSR 2 and GSO 12), it is necessary 
to draw a somewhat arbitrary line between the definition of a production incen- 
tive plan and of a bonus plan (with or without incentive features). 

Probably the most convenient and logical method for drawing such a dis- 
tinction is to require that production incentive plans be identified with and 
directly related to a wage incentive plan in effect in the company. Thus, the 
incentive earnings of foremen, supervisors, and similar management personnel 
would be directly related to a wage incentive plan in effect for the employees 
under their direction or supervision. On the other hand, incentive bonus plans 
are generally related to profits or earnings of the company and may exist with 
or without the presence of a wage incentive plan for production workers. 

Production incentive earnings are limited by the wage incentive plan itself. 
It is normally considered that such incentive plans increase earnings above base 
by 15 to 30 percent. In the experience of the War Labor Board, based on a 
review of 173 cases, average earnings increased 17.5 percent. In the case of 
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bonus plans, however, the payments to individuals are limited only by the profits 
of the company and its policy with regard to bonus and profit sharing, and it 
is not unusual for individual shares of the bonus fund to represent as much as 
100 percent of salary. 

Preduction incentive earnings are controlled by the contribution of the indi- 
vidual or his group. This control is provided by predetérmined objective meas- 
urements such as the number of units produced over a fixed time period. Bonus 
distribution may or may not be measured by direct contribution of each partici- 
pant. It is not unusual for bonus plans to include subjective or arbitrary 
criteria for the distribution of individual shares. Such plans frequently con- 
tain a distribution based upon the relationship of individual salaries to the 
aggregate salaries of all participants. In a Conference Board report covering 

$2 companies with bonus or profit-sharing plans, it was found that the majority 

of companies apportion the fund among individual participants on the basis of 
the individual salary. Two-fifths of the plans in this survey relied on the 
judgments of the top executives or top directors to determine the individual 
share. Both the automatic feature and the subjective feature are absent in the 
case of production incentive plans. 

Production incentive payments are made currently and in cash. They are 
normally considered by the employee as a direct part of his salary. Bonuses, 
on the other hand, may be distributed currently or the distribution may be 
deferred. Furthermore, bonuses are frequently distributed partly in cash and 
partly in other forms, such as stock options, pension, and other deferred benefits. 
Also, it has been shown in studies of the influence of profit sharing on productivity 
that unless the income is steady, direct, and current its effect upon productivity 
is difficult to measure. 

Wage earners and production workers are not as likely to make a contribution 
to the productivity of the company under a profit-sharing plan as they would 
under a production incentive plan. This is clearly pointed out by a recent study 
of the Industrial Relations Counselors, Ine.. as follows: “By its intrinsic nature, 
profit sharing does not commend itself to wage earners. Its present position, 
after more than a century of trial and error, is insignificant. The first want of 
the worker is for a steady income assessed on the business as an operating 
cost, with payment insured by a fixed lien on the assets. He will accept any 
hand-out from profits as so much ‘gravy’ but he will not be content to depend 
upon such a fluetuating factor as profits for any substantial part of his regular 
income. Profit sharing may appeal to the gambling instinct of some wage 
earners, but there is no considerable body of evidence that it has any more effect 
in inciting them to greater effort than would a lottery ticket.” 

The fundamental differences between a bonus plan and a production incentive 
plan have been outlined above. These differences are important, despite the 
fact that both types of plans may seek to stimulate and sustain creation of 
extra incentives; but the purpose and the method of evaluating such incentive is 
decidedly different under each of the plans. 

In the case of production workers, management measures and rewards in- 
centive on a direct basis. The efforts of the individual or the sroup must be 
translated into end items or production results. The rewards are proportionate 
to such results. The participants earn extra money if they produce more. It 
is entirely a short-range relationship and their function and responsibility for 
the over-all suecess of the company ends with each day’s work. 

With regard to bonus plans having incentive features. management likewise 
seeks to encourage individual incentive. This incentive is entirely different in 
nature, however, and the measurement and payment of rewards is also accom- 
plished differently. Here the company seeks to encourage its managerial and 
executive staff to develop a keen sense of personal interest and attachment to the 
company and its general financial well-being. The incentive bonus aims to induce 
the executives to share a real sense of ownership in the company. It seeks to 
develop a genuine equivalent to entreprennerial Skill, so that the executives 
will put forth the type of managerial ability which would be present in their 
own business. These rare and vital energies relate to imagination, judgement, 
decision making, and sustained and tireless interest in the company affairs. 
These skills and this type of participation are unusual qualities and are there- 
fore difficult to control and measure, and difficult to reward proportionately to 
contribution. The ultimate measure generally used to determine the presence 
or absence of incentive contributions is profits. 
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Increased profits may or may not be due to an increase in productivity. Al- 
though increased productivity may be a real element in its influence upon com- 
pany profits, it is never the only element. Profits are not dependent entirely 
upon an increase of productivity. They may require an increase in total pro- 
duction (as distinct from productivity rates), but they will also require many 
other achievements such as high sales, keeping prices competitive, effectiye 
marketing and distribution, sound business administration, and many related 
factors, 

It is clear, therefore, that incentive bonus plans have certain elements in 
common with production incentive plans, but that they should not be considered 
or treated as genuine equivalents nor would executives and managerial personnel 
normally like to consider themselves under a system of the preduction incentive 
category. It is only within the past few decades that labor lias generaliy con- 
ceded that wage incentive systems are distinguishable from speed-ups and rate 
cutting. Elements of labor continue to remain cautious of production incentive 
plans and their acceptance is by no means universal. The emphasis on produc- 
tivity applied to an incentive bonus plan for executive and managerial personnel 
could result in a defeat of the objectives of the plan at a very early stage. 

It would be difficult to develop clear economic data to support bonus plans as 
the equivalent of production incentive plans. There are three factors of a pro- 
duction incentive plan which preclude any serious inflation which would nor- 
mally result from significant increases in earnings. These are (a) increased 
production at least proportionate to the increase in earnings; (6) a fixed or 
lower cost per unit produced; and (c) a genuine saving of manpower. 

These elements are not uniformly present in incentive bonus plans, nor are 
they concomitant requirements for such plans. It must be concluded therefore 
that bonus plans (with or without incentive features) are distinct and different 
from production incentive plans. 
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ExHisir 6.—OFFICE OF SALARY STABILIZATION: PERCENTAGE DISTRIBUTION OF 
Receipts, CLOSINGS AND BACKLOG OF APPLICATIONS, BY TYPE OF APPLICATION 
Cope, THROUGH JUNE 1952 
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Exuipir 7—PUBLICATIONS OF SALARY STABILIZATION BOARD 


Salary stabilization—what it is and how it works. Part I. 

What the Changing Salary Rules Mean to You (reprinted from Factory Man- 
agement and Maintenance, December 1951). 

How To Live With Salary Controls (reprinted from Business Week, March 
15, 1952). 
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RAILROAD AND AIRLINE WAGE BOARD 


RAILROAD AND AIRLINE WAGE Boarp, 
Washington 25, D. C., September 9, 1952. 
Mr. Rocer L. PUTNAM, 
Administrator, Economic Stabilization Agency, 
Washington 25, D. C. 

Dear Mr. PurTNAM: In accordance with your request, enclosed is the report on 
the activities of the Railroad and Airline Wage Board requested by the Honor- 
able Burnet R. Maybank, chairman of the Joint Committee on Defense Produc- 
tion. 

It is my understanding that this report will be combined with similar sum- 
maries from other ESA agencies and transmitted to the committee. 

Very truly yours, ‘ 
NeELson M. Bortz, 
Chairman, Railroad and Airline Wage Board. 


RAILROAD AND AIRLINE WAGE Boarp 


The Railroad and Airline Wage Board was established pursuant to General 
Order 7 (Revised) of the Economic Stabilization Administrator, issued Septem- 
ber 27, 1951. It is a constituent agency of the Economic Stabilization Agency 
reporting directly to the Administrator. Establishment of the Board was author- 
ized by section 403 of the amended Defense Production Act of 1951. This law 
provided for the creation of “a separate board or panel” having jurisdiction only 
over railroad and airline carriers and employees subject to the Railway Labor 
Act as amended. The Board's coverage thus includes approximately 1,100 rail- 
road Carriers employing about 1,500,000 workers and 125 air transport carriers 
employing about 100,000 workers. 

The Railroad and Airline Wage Board is composed of three public members. 
The Board determines the substantive policies necessary to administer the wage 
and salary stabilization program for employees subject to the Railway Labor Act. 
It issues regulations and orders which are subject to review and approval by the 
Economic Stabilization Administrator. The Board may also make recommenda- 
tions to the Administrator regarding appropriate stabilization policies for em- 
ployees subject to its jurisdiction. The Board functions on a part-time basis. 
The Chairman, who is a full-time Board member, administers the affairs of the 
Board and directs the activities of the Board’s staff. He interprets the regula- 
tions and policies of the Board and acts on applications for approval of wage and 
salary adjustments which are proposed as a result of voluntary agreement, media- 
tion, or employer action where the workers are not represented by a union. 

The amended Defense Production Act also provided that the disputes proce- 
dures established by the Railway Labor Act should remain unchanged. Thus, 
any agency provided by the Railway Labor Act, including boards of arbitration 
and emergency boards, continues to function in its normal fashion. Such boards, 
however, are required by section 502 of the amended Defense Production Act. to 
make a specific finding and certification that their award, or recommended settle- 
ment, is consistent with such standards as may be in effect, established by or 
pursuant to law, for the purpose of controlling inflationary tendencies. The 
actions of the Railroad and Airline Wage Board on nondisputed wage or salary 
adjustments must likewise contain a finding and certification of consistency with 
existing stabilization policy. Approval of the Economic Stabilization Adminis- 
trator is required in all instances as a prior condition for placing the proposed 
changes in compensation into effect. Except as requested by a disputes board or 
the Administrator to act in an advisory capacity on stabilization issues, the 
Railroad and Airline Wage Board is not involved in labor-management 
controversies. 

Policy regulations and procedures 


General Railroad and Airline Stabilization Regulation 1 was issued November 
27. 1951. The regulation incorporated a number of applicable regulations and 
orders of the Wage Stabilization Board and the Salary Stabilization Board. 
Following a series of conferences with carrier and union representatives during 
February 1952 to review Board policies and procedures and consider a future 
course of action, General Railroad and Airline Stabilization Reculation 1 (Re- 
vised) was issued on May 23, 1952. The revised regulation incorporated a num- 
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ber of additional Wage Stabilization Board and Salary Stabilization Board 
regulations issued in the winter and spring of 1952. 

In addition, the Board issued Wage Adjustment Order No. 2 on June 5, 1952, 
extending blanket authorization to make effective pay increases based upon 
the “pattern” settlements covering railroad operating employees and the Nation’s 
trunk-line carriers. This order paralleled a similar order (Wage Adjustment ~ 
Order No. 1) issued by the Economic Stabilization Administrator April 24, 1951, 
approving the national settlement of the nonoperating railroad employees’ wage 
case. The Board also issued on May 23, 1952, Railroad and Airline Procedural 
Regulation 1 for the guidance of management and union representatives in the 
two industries subject to the Board's jurisdiction. During September 1952 the 
Board conducted a series of regional compliance conferences throughout the 
country for the purpose of explaining its regulations and procedures and encour- 
aging compliance with stabilization policies. On the whole, the Board has not 
encountered serious enforcement problems. 

The Railroad and Airline Wage Board renders two kinds of “decisions’— 
actions on petitions for wage adjustments and rulings or interpretations of its 
regulations. Actions approving, modifying, or denying a proposed increase in 
compensation are issued in letter form signed by the chairman. Those involv- 
ing increases in compensation must likewise be approved by the Economic 
Stabilization Administrator. Interpretations or rulings are issued in response 
to specific requests or inquiries as to whether a proposed wage adjustment is 
pertnissible under one of the outstanding regulations without prior approval. 
Requests for reconsideration are handled on the basis of such additional facts 
or evidence as are presented in the petition for reconsideration. The concur- 
rence of authorized union representatives is required on all petitions where the 
workers involved are represented for collective bargaining purposes by a labor 
organization. All actions and inquiries concerning the Board’s work are han- 
died centrally in Washington. No regional offices have been established. The 
activities of the Board are coordinated with other stabilization agencies and the 
staffs cooperate on problems of common concern. 

Case activities 

Since it began operations in mid-October 1951 the Board has acted upon mor 
than 1,000 petitions. These have included major industry-wide cases involving 
railroad operating employees and airline pilots, as well as scores of petitions 
from relatively small rail and air carriers which have sought to institute wage 
changes in conformity with the patterns established by the large trunk-line 
earriers. The Board has concentrated on the expeditious processing of cases 
and has succeeded in reducing a backlog of more than 300 petitions on file when it 
began its work to a current level of less than 100 petitions. 

(Regulations attached will be found in the files of the committee. ) 


GENERAL SERVICES ADMINISTRATION 


GENERAL SERVICES ADMINISTRATION, 
Washington 25, D. C., September 30, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


DEAR SENATOR MAYBANK: In compliance with your request of August 22, 1952, 
I am forwarding herewith a summary of operations of the General Services 
Administration under the Defense Production Act of 1950, as amended, during 
the past year. 

This statement is submitted for publication in the report of the Joint Com- 
mittee on Defense Production to the Congress. 

Sincerely yours, 
Jess LArsSon, Administrator. 


OPERATIONS OF THE GENERAI SERVICES ADMINISTRATION UNDER THE DEFENSE 
PropucTion Act oF 1950, AS AMENDED, DURING THE YEAR ENDED AUGUST 31, 
1952 


AUTHORITY AND RESPONSIBILITIES 


Prior to August 28, 1951, the major responsibilities of the General Services 
Administration under the Defense Production Act of 1950, as amended, were 
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those which had been delegated to it under Executive Order 10161, dated Sep- 
tember 9, 1950. This order had delegated to GSA responsibility with respect to 
(1) guaranteeing loans to contractors, subcontractors, and others when neces- 
sary to expedite production, deliveries, or services under defense contracts ; 
(2) purchasing and making commitments to purchase metals, minerals, and 
oher raw materials for Government use or resale; (3) installing additional 
equipment, processes, or improvements to facilities owned by the United States 
Government, and installing Government-owned equipment in privately owned in- 
dustrial establishments; and (4) disposing of real or personal property acquired 
under the Defense Production Act of 1950 when it is determined that such prop- 
erty is no longer needed for defense. Under Executive Order 10200, dated 
January 3, 1951, which established the Defense Production Administration, the 
Administrator of General Services had been directed to perform the functions 
delegated to him by Executive Order 10161, pursuant to certification, or subject 
to the approval of the Defense Production’ Administrator. 

On August 28, 1951, the President issued Executive Order 10281, which cre- 
ated the Defense Materials Procurement Agency and delegated to that Agency 
certain authority, including part of the authority which had been delegated to 
the Administrator of General Services by Executive Order 10161, and additional 
authority contained in amendments to the Defense Production Act of 1950. 
The authority for disposing of real or personal property acquired under the 
Defense Production Act, upon determination that it has become surplus to the 
needs of the national defense, was not delegated to DMPA. DMPA was made 
an additional guaranteeing agency. GSA’s previously assigned authority to 
guarantee loans was not affected by this action. DMPA was given responsibility 
with respect to the purchase and making commitments to purchase metals, 
minerals, and other materials for Government use and resale, and for installa- 
tion of equipment in Government-owned and privately owned plants. It was 
given certain responsibilities, such as that of making subsidy payments, which 
had not previously been assigned to GSA. 

SA continued responsible for claimant agency functions assigned by De- 
partment of Commerce Order No. 127, dated November 20, 1950, and confirmed 
by DPA Order No. 1 of May 24, 1951, and for related functions under NPA 
Delegation 14, as amended, March 6, 1952, with respect to construction of build- 
ings for Government use. On February 7, 1952, GSA was directed, pursuant to 
Defense Manpower Policy No. 4 of the Office of Defense Mobilization to give 
preference to surplus labor areas in connection with its procurement of supplies 
and materials for use of Federal departments and agencies. 

Pending organizational implementation of Executive Order 10281, and to as- 
sure uninterrupted performance of duties conferred upon the Defense Materials 
Procurement Agency or its Administrator, the latter, on September 14, 1951, dele- 
gated the authority contained in the Executive order to each office and agency 
performing as of September 12, 1951, functions pursuant to Executive Orders 
10161 and 10200, as amended or modified, and Executive Order 10281, which were 
the same or substantially similar to functions performed as of September 12, 
1951, with certain exceptions. 

After completion of the organization of DMPA, effected in part by transfer of 
funds and personnel from GSA and other agencies, the DMPA gradually under- 
took performance of certain of its functions, including some activities which 
had been performed in GSA. GSA still performs certain activities under the 
DMPA delegation of September 14. GSA negotiates spot snd short-term con- 
tracts for metals, minerals, and other materials under DMPA programs; it ne- 
gotiates contracts for the expansion of aluminum production and the disposi- 
tion of the resulting product; it services certain aspects of contracts and admin- 
isters procurement programs assigned by DMPA; and it is responsible for in- 
spection, transportation, storage, and related functions under these contracts 
and programs, GSA executes machine tool pool order contracts and contracts 
for lease of machines for installation in Government-owned and privately owned 
plants. It performs financial management and other staff services for DMPA. 
Operations of the General Services Administration under the above authorities 
and responsibilities are summarized in the following sections of this report. 


GUARANTY OF LOANS 


The General Services Administration guarantees loans pursuant to section 301 
of the Defense Production Act of 1950, as amended, as implemented by Execu- 
tive Order 10161. Operations are conducted under regulation V of the Board 
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of Governors of the Federal Reserve System. Loans are guaranteed for the pur- 
pose of financing any contractor, subcontractor, or other person, in connection 
with operations under Government contracts for the procurement of materials 
or the performance of services for the national defense. 

During the year ending August 31, 1952, GSA guaranteed 16 private loans ag- 
gregating $105,251,000 in order to expedite production and deliveries essential 
to the national defense. Through August 31, 1952, a total of 20 loans, aggregat- 
ing $106,115,400 had been guaranteed. Twelve of the loan guaranties, aggregat- 
ing $22,290,000 were to assist machine-tool manufacturers. The others were 
authorized to expedite production of minerals and metals including tin, tungsten, 
manganese, magnesium, dolomite, and aluminum. Of all the loan guaranties 
authorized, approximately 21 percent by value and 70 percent by number were 
for working-capital purposes, and the remainder for pew construction or ex- 
pansion of productive facilities. These data include loans guaranteed by DMPA 
but processed on its behalf by GSA. 


PROCUREMENT OF METALS, MINERALS, AND OTHER MATERIALS FOR GOVERNMENT USE 
OR RESALE 


GSA administers the open-market purchase programs conducted under the 
commodity expansion programs of DMPA. It negotiates individual purchase 
contracts under some DMPA programs. GSA performs certain administrative 
activities under the Government’s aluminum expansion program, which is 
directed by DPA. Purchase contracts negotiated by DMPA are assigned after 
execution to GSA for servicing. 

During the past year GSA continued to purchase foreign tungsten for Govern- 
ment use and resale to industry. It operated depots in the United States for 
the purchase of domestically produced mica, manganese, and tungsten. Pur- 
chase programs involving lead, foreign mica, and columbium-tantalum were 
undertaken during the year. It administered the program for reactivation of 
Government-owned facilities for production of magnesium and nickel. The 
rubber purchase program was brought to a successful conclusion. 


Rubber program 


GSA became the exclusive United States purchaser and importer of crude 
natural rubber and natural rubber latex on December 29, 1950. The necessity 
for the rubber purchase program was certified by NPA on December 21, 1950. 
On December 29, 1950, NPA Order M-2 was amended to prohibit imports by any 
person other than the Administrator of General Services. 

The program was undertaken to reduce prices through elimination of competi- 
tion among United States purchasers and thereby assure the flow of natural 
rubber to this country. Prior to initiation of the program the price reached a 
high point of 81 cents per pound. The initial price established by GSA for resale 
to industry was 66 cents per pound. As world prices declined the resale price 
was reduced to 52 cents on June 1, 1951, to 50% cents on February 1, 1952, fo 
4814 cents on March 1, 1952, and to 38 cents on June 1, 1952. The Government 
surrendered its exclusive import authority over crude natural rubber on June 30, 
1952. Exclusive authority with respect to natural liquid latex will be relin- 
quished upon disposal of GSA stocks. 

During the 18-month period of exclusive public purchasing, more than 1,030,000 
long tons of crude natural rubber were acquired by GSA. Purchases were made 
from established dealers who operate in all world rubber markets and through 
rubber manufacturing companies, acting as agents of the Government which own 
and operate their own facilities in rubber-producing areas. Sales to industry 
were made in accordance with allocations by the National Production Authority. 
Tungsten program 

The purchase and resale of foreign tungsten, including ores and concentrates, 
was undertaken by GSA pursuant to DPA certification on March 5, 1951. As of 
August 31, 1952, total purchases and commitments to purchase foreign tumgsten 
under the Defense Production Act covered 2.3 million short-ton units (tumgsten 
metal content). As of that date, more than 155,000 short-ton units had been sold 
to industry. 

The domestic tungsten purchase program was undertaken pursuant to DPA 
authorization dated March 30, 1951. Under this program, established to en- 
courage expansion of domestic mining operations, GSA undertook to purchase 
tungsten concentrates at a base price of $63 per short-ton unit of contained 
tungsten trioxide (WO,). The program is to terminate when 3 million short-ton 
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units of tungsten concentrates have been delivered to and accepted by the Gov- 
ernment or on July 1, 1956, whichever first occurs. As of August 31, 1952, a 
tetal of 37,144 short-ton units of tungsten concentrates representing approxi- 
mately 589,000 pounds of tungsten metal, had been delivered to the Government. 


Manganese program 


Purchase of manganese ore of domestic origin by GSA at Deming, N. Mex., was 
authorized by DPA on June 21, 1951. On June 27, 1951, GSA was authorized 
to purchase also at Butte and at Philipsburg, Mont. Purchase depots have been 
established at each of the three locations. Operations are to continue until 
G million contained long-ton units of manganese are delivered at each depot, 
er until June 30, 1956, whichever first occurs. Prices paid depend upon the 
manganese content of the ore delivered. As of August 31, 1952, a total of 6,821 
long tons of ore had been accepted at Deming, 2,048 at Butte, and 440 at Philips- 
burg. 

In June 1952, provision was made for establishment of a purchase depot at 
Wenden, Ariz. This was to begin operations in September 1952. 

A program under which the Government will buy carload lots of acceptable 
manganese ores or concentrates from small domestic producers at rail points 
throughout the United States was delegated to the GSA by DMPA on July 7, 1952. 
This program is to terminate on June 30, 1956, or sooner upon delivery of 
19 million long-dry-ton units. Small producers are defined as those whose 
domestic output is less than 10,000 long dry tons of manganese per year. The 
base price to be paid is $2.30 per long-dry-ton unit for material containing 48 per- 
cent manganese. This price is subject to penalties and premiums based on 
analysis of ore delivered. The first ore was delivered under this program in 
September 1952. 

Mica program 


A DMPA program for the purchase of domestic hand-cobbed muscovite ruby 
crude mica and processed muscovite ruby block and mica film, for Government 
use or resale, was delegated to GSA on March 12, 1952. Purchase depots have 
been established at Franklin, N. H.; Spruce Pine, N. C.; and Custer, S. Dak. 
As of August 31, 1052, the equivalent of 10 short tons of hand-cobbed mica had 
been purchased. The domestic mica purchase program will continue until June 
30, 1956, or when the equivalent of 25,000 short tons of hand-cobbed mica has 
been purchased. 

GSA has continued to perform the actual procurement operations under the 
foreign mica purchase program, administration of which had previously been 
assigned by DPA. As of August 31, 1952, GSA had negotiated contracts with 10 
United States importers for the purchase of Brazilian and Indian mica. These 
contracts provide for the delivery of a maximum quantity of approximately 3.5 
Million pounds of muscovite block and film mica over a 3-year period. 


Mugnesium, nickel, and graphite 


Six of the seven Government-owned magnesium plants, held in the national 
industrial reserve, have been reactivated under the direction of GSA and are 
now operating at full capacity. The other magnesium facility is being maintained 
in a high state of readiness in the event that its capacity should be required. 

The Government-owned nickel plant at Nicaro, Cuba, has also been reactivated. 
Production started on January 31, 1952, and reached capacity levels in mid-July. 
Recent production figures indicate that the plant is now producing more efficiently 
than when operated during World War II. Research is under way on processes 
designed to recover a greater amount of nickel and also the cobalt and other 
metals present in the ore. 

A contract has been awarded for reactivation of the former Benjamin Franklin 
graphite plant at Chester Springs, Pa. Under present plans, production will 
start by the end of 1952. 

Tin program 


The necessity for purchase and commitments to purchase tin for Government 
use and resale was certified to GSA on February 3, 1951. Authority to purchase 
tin was delegated to the Reconstruction Finance Corporation as of March 5, 1951. 
RFC was designated sole United States importer of pig tin under amendment 2, 
dated March 12, 1951, of NPA Order M-8. On August 1, 1952, NPA announced 


that the Government would no longer act as exclusive importer of tin, effective 
that date. 
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Aluminum program 


Pursuant to certification of the Defense Production Administration the 
General Services Administration has entered into formal contracts with the 
Aluminum Co. of America (contract executed October 19, 1951) and the Kaiser 
Aluminum & Chemical Corp. (contract executed December 7, 1951, as of No- 
vember 6, 1951), and a letter contract with the Reynolds Metals Co. (effective 
November 9, 1951), providing for the production and sale of primary aluminum 
from additional facilities to be constructed by these companies. The production 
contemplated in each case is to be completed within a period of 6 years after 
completion of the additional facilities, but in no event later than June 30, 1959. 
The Government has first call on all production during the term of each con- 
tract. The contracts guarantee the disposition of the specified output of the 
additional facilities by committing the Government to take such production as 
may not be disposed of by sale to the Government, sale to industry, or consump- 
tion by the producers themselves. Provision is made for supplying aluminum to 
nonintegrated users, both during the contract period and for a term of 15 years 
thereafter. The letter contract with Reynolds Metals Co., referred to above, will 
be superseded by a formal contract with both the Reynolds Metals Co. and the 
Reynolds Reduction Co., a wholly owned subsidiary. Reynolds Reduction Co. 
is to construct the additional facilities with the proceeds of a loan of $76,750,- 
000, which is to be guaranteed by the Government. 

The additional aluminum reduction facilities to be constructed 
contracts are as follows: 

(@) Aluminum Co. of America—an aluminum reduction plant, annual capacity 
85,000 tons, at Rockdale, Tex. ; 

(0) Kaiser Aluminum & Chemical Corp.—four additional potlines with ag- 
gregate annual capacity of 100,000 short tons, adjacent to the company’s re- 
duction plant at New Orleans (Chalmette), La. ; 

(c) (1) Reynolds Metals Co.—increase of capacity of 5,000 tons per year at the 
company’s reduction plant at Corpus Christi, Tex.: (2) Reynolds Reduction Co.— 
an aluminum reduction plant, annual capacity 55,000 tons, at Arkadelphia, Ark. 

The total capacity of these new facilities will be 245,000 short tons per year 

Pursuant to certification by the Defense Production Administration, the Gen- 
eral Services Administration entered into a letter contract with Kaiser Aluminum 
& Chemical Corp., effective April 21, 1952, whereby Kaiser will operate the above- 
mentioned additional facilities at Chalmette with purchased power, pending the 
completion of its own generating facilities. It was estimated that approximately 
22,500 short tons would be produced through October 31, 1953, while the facilities 
were operated with purchased power, and also, that as a result of using pur- 
chased power for the period of initial operation (before capacity production can 
be reached), an additional 13,000 tons would be produced by company-generated 
power that would otherwise be required in “starting-up” the facilities. Under 
the contract the Government will purchase the aluminum produced while the 
potlines are being operated by purchased power and will assume the cost of such 
power in excess of 4 mills per kilowatt-hour, 

The following letter contracts providing for increase in capacity at existing 
reduction plants have also been entered into: 

(a) Kaiser Aluminum & Chemical Corp. (2 contracts).—The first 


under the 


contract, 
effective October 31, 1951, provides for an additional potline at the company’s 


Spokane (Mead), Wash., reduction plant, increasing the capacity by 20,000 tons 
per year, beginning not later than October 31, 1952. Under the contract the 
Government guarantees the disposition of 100,000 tons during the 5-year period 
following completion of construction, and has first call on such production. Pro- 
vision is also made for supplying nonintegrated users during the contract term 
and 15 years thereafter. The second, effective February 28, 1952, provides for 
additions to and changes in the company’s Tacoma, Wash., reduction plant, in- 
creasing the capacity by 8.200 tons per year. The contract covers 41,000 tons 
over a 5-year period beginning not later than August 31, 1952, upon the same 
terms and conditions outlined above in connection with the additional potline 
at the Mead plant. 

(b) Reynolds Metals Co.—This contract, effective September 26, 1951, provides 
for enlarged pots at the company’s reduction plant at Longview, Wash., to in- 
crease the capacity by 20,000 tons per year. The Government agrees to purchase 
100,000 tons over a 5-year period, beginning not later than September 26, 1952. 
Provision is-made for an advance to the company of not more than $12,000,000 
for construction costs, repayment to be accomplished by deductions from the 





138 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


purchase price of aluminum produced. Provision is made for supplying non- 
integrated users for 15 years after the term of the contract. 


Other mineral programs 


GSA has been given responsibilities in connection with procurement of lead, 
columbium-tantalum ores, and other metals. 

The Emergency Procurement Service of GSA was recently named as one of 
several purchasing agents under the DMPA program for procurement of colum- 
bium-tantalum ores and concentrates. The program offers an incentive bonus of 
100 percent of the base price to actual producers, domestic and foreign. 

During recent months, GSA has been purchasing lead under the DMPA pro- 
gram for acquisition of 30,000 tons during 1952 to assure availability of the 
metal for defense and other essential uses. Lead purchased under the program 
is being held in reserve for resale to industry as needed. At the end of 1952, 
any lead remaining in the reserve will be turned over to the national stockpile. 

In addition to materials mentioned above, GSA has purchased quantities of 
copper, fluorspar, nonferrous scrap, and titanium for Government use or resale. 
Machine tool program 

Under a program initiated by NPA in January 1951, GSA executes contracts 
with qualified producers of machine tools whereby they apply orders received 
from users against GSA’s purchase orders. Pool order contracts are based upon 
recommendations of NPA as to the size, type, and quantity of item. GSA agrees 
to buy machine tools which have not been disposed of at the time of their com- 
pletion at the producer's sales price less 1744 percent, the estimated selling 
expense and profit of the producer. 

Through August 31, 1952, the General Services Administration had negotiated 
113 machine tool pool order contracts and amendments covering 93,022 tools with 
a gross value of $1,316,197,053.04. One year earlier GSA had executed 21 con- 
tracts covering 6,346 tools with a gross value of $84,700,000. 

As of August 31, 1952, shipments had been made of 34,897 tools valued at 
$376,207,688.15. A total of 58,118 tools valued at $939,876,006.89 were still 
under contract. Only 7 machine tools, valued at $13,408 have been purchased 
by GSA. These tools continue available for sale by the Government or by the 
producer to qualified users at the current net market price of the producer, and 
for installation in Government-owned or privately owned plants. 

GSA assists in the production of machine tools also through guaranty of 
private loans, through advances under pool order contracts, and through leasing 
of productive machinery and equipment. 

Through August 31, 1952, GSA had authorized guaranty of 12 loans, involving 

account of producers of machine tools. Two of 
these loans, in the amount of $530,000 were for facilities expansion and the re- 
mainder to provide needed working capital. 

Through August 31, 1952, a total of 34 advances in the amount of $71,546,767.70 
had been authorized to provide working capital to machine-tool producers having 
pool-order contracts. These advances, limited to 30 percent of the amount of the 
contract, are authorized if the manufacturer is unable to obtain private financing 
at reasonable terms, with or without a Government guaranty. 

In its Progress Report No. 13 dated January 23, 1952, relating to machine tools, 
the Joint Committee on Defense Production suggested, with respect to those 
phases of the machine-tool program for which the General Services Administra- 
tion has responsibility, that consideration be given to— 


“1. Modifying the 4-percent interest rate now charged on the 30-percent 
advance payments extended under the pool-order contracts either through 
elimination of the charge or modification of the price regulation to permit 
this interest as an element of cost. 

“2. Extending the same margin of profit on uncompleted tools in event of 


termination as applies on completed tools under the pool-order contracts.” 


With respect to suggestion No. 1 quoted above, as was pointed out in our 
report dated December 12, 1951, to the joint committee, it is the view of the 
General Services Administration that advancing working capital to machine-tool 
producers without interest, if not clearly prohibited by the provisions of the 
Defense Production Act of 1950, as amended, is at least contrary to the policy 
of Congress as declared in section 2 thereof. The matter of modifying the ceil- 
iig-price regulations so as to permit the producers to pass the interest rate on 
working-capital advances along to the users as a part of the cost of producing 
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the tool was taken up with the Office of Price Stabilization by General Services 
Administration letter of September 27, 1951. By reply dated October 29, 1951, 
the Office of Price Stabilization declined to permit such modification. In any 
event, however, and particularly in view of the simplified arrangements worked 
out between this Administration and other interested Government agencies for 
guaranteeing loans under regulation V of the Board of Governors of the Federal 
Reserve System, it is our feeling that the interest charge on working-capital ad- 
vances has had no retarding effect upon the production of machine tools. 

With respect to suggestion No. 2 quoted above, the matter of interagency co- 
operation with the machine-tool producers in an effort to arrive at mutually satis- 
factory termination settlement terms and conditions is still under active consid- 
eration. While not yet implemented, the General Services Administration has 
decided to adopt termination settlement terms and conditions as nearly in accord 
with those utilized by the Department of Defense as is possible. Among such 
terms and conditions is included one which provides for the payment by General 
Services Administration of a reasonable profit on work in process which at the 
time of termination is covered by the pool contract and not the subject of a firm 
order from a user of the particular machine tool involved. The implementation 
of this modification of the machine-tool contract, among several others, is antici- 
pated at an early date. 


INSTALLATION OF EQUIPMENT 


With respect to installation of equipment in Government-owned and privately 
owned plants, GSA has assisted in provision of equipment to producers of 
machine tools. Agreements have been negotiated with producers of machine 
tools whereby machinery and equipment is acquired by the companies for account 
of the Government and is leased to the companies for installation and use in 
machine-tool production. 

During the year ending August 31, 1952, GSA entered into 90 lease contracts 
covering 2,925 tools valued at $36,463,450. <A total of 1,090 tools valued at 
$9,047,652.73 have been delivered to lessees. 


CLAIMANT AGENCY PROGRAM 


The Administrator of General Services acts as claimant before DPA with 
respect to needs of Federal agencies, not covered otherwise, for controlled 
materials for Federal construction and for common-use items listed in the GSA 
Stores Stock Catalog and procured under Federal Supply Schedule contracts, or 
otherwise designated as common-use items by the Administrator. This function 
is performed pursuant to DPA Order No. 1, dated May 24, 1951, which superseded 
Department of Commerce Order No. 127, dated November 20, 1950. 

Each quarter, GSA prepares and justifies estimates of annual requirements 
for controlled materials by the departments and agencies, and receives allotments 
for distribution. Allotments of steel for the last fiscal year included 104,309 
tons of carbon steel, 21,378 tons of plate steel, 18,314 tons of structural steel, 
S338 tons of alloy steel, and 2,331,860 pounds of stainless steel. Allotments of 
other materials included 4,137,000 pounds of brass-mill copper, 2,461,000 pounds 
of wire-mill copper, 267,540 pounds of foundry copper, and 546,600 pounds of 
tluminum. 

During the past year GSA assumed responsibilities under NPA Delegation 14, 
as amended March 6, 1952, with respect to buildings and facilities constructed by 
private interests and capital, where a predominant portion is designed and 
intended to be used, under lease for extended periods, by Federal agencies. It 
acted also as claimant for the legislative branch of the Government with respect 
to the Capitol buildings, and grounds under supervision of the Architect of the 
Capitol, and the domestic portion of the Voice of America program of the 
Department of State. 


PROCUREMENT NEGOTIATED FOR THE BENEFIT OF SPECIFIED SURPLUS LABOR AREAS 


Defense manpower policy No. 4, issued by the Office of Defense Mobilization 
on February 7, 1952, requires the General Services Administration and the 
Department of Defense to channel Government contracts into specified surplus- 
labor areas in order to relieve unemployment and to further the efficient use of 
luanpower in the interest of defense mobilization. Accordingly, contracting 
officers of GSA have been directed to negotiate without formal advertising all 
contracts (with certain specified classes of contracts being excepted) expected 

24564—52——__10 
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to be in the amount of $25,000 or more. This action was taken under provision 
of section 302 (c) (1), Public Law 152, KRighty-first Congress, as amended. 

Under the GSA program, effective in April 1952, preference is granted to bidders 
in specified surplus-labor areas who match the original low bids from firms in 
other areas, provided that concerns within specified surplus-labor areas which 
are not small-business concerns do not receive preference over small-business 
concerns outside such areas. Small-business concerns within such areas receive 
preference over small-business concerns outside such areas. 

All reasonable efforts are made to reach the maximum number of surplus- 
labor-area bidders with announcements of planned procurement. Copies of 
invitations to bid, for example, are distributed by each of the 10 GSA regional 
offices to all other regional offices of the agency, to the Department of Commerce 
for further distribution to surplus-labor-area bidders throughout the Nation, 
and to all qualified bidders retained on the extensive mailing lists in each regional 
office. Bid acceptance dates are extended, where feasible, to allow for receipts 
of bids from potential suppliers in all surplus-labor areas. 

During the 5-month period ending August 31, 1952, GSA negotiated 352 con- 
tracts under this program for goods and services costing $24.6 million. Ninety- 
two of the contracts resulted in $2.8 million of procurement beneficial to surplus- 
labor areas. Firms in surplus-labor areas did not have the types of facilities 
needed to handle much of procurement negotiated since establishment of this 
program. 


DISPOSAL OF SURPLUS PROPERTY 


Since no real or personal property acquired under the Defense Production Act 
of 1950, as amended, has been reported as surplus to the needs of the national 
defense, no action has been taken under the authority delegated to the Admin- 
istrator of General Services in section 201 (b) of Executive Order 10161. 


BUSINESS ADVISORY COMITTEE 


Only one business advisory committee has been formally established by the 
General Services Administration in connection with its operations under the 
Defense Production Act. This committee was established in 1951 for advice 
and assistance relative to the rubber programs. Since GSA control of imports 
of crude natural rubber came to an end on June 30, 1952, the committee has been 
dissolved. 

The advice of industry has been solicited informally in connection with other 
programs. 

In seeking industry advice GSA has complied with requirements contained in 
section TOL of the Defense Production Act and with standards prescribed by the 
Departinent of Justice to minimize the possibility of violation of antitrust laws. 


PERSON NEL 


As of August 31, 1952, 477 persons were employed in activities under the 
Defense Production Act. Of this number, 354 were assigned to the central 
office and 128 were assigned to regional offices. 


DEPARTMENT OF DEFENSE 


MUNITIONS Boarp, 
Washington, D. C., September 22, 19352. 
Hon. BuRNeEr R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: As requested in your letter of August 22, 1952, 
there is enclosed herewith a summary of activities performed by the Depart- 
ment of Defense under the Defense Production Act of 1950 during the period 
October 1, 1951, through August 1, 1952. 

Sincerely yours, 


J.C. Houston, Jr., 
Acting Chairman. 
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INFORMATION FOR THE ANNUAL REPORT OF THE JOINT COMMITTEE ON DEFENSE 
PRODUCTION TO THE CONGRESS 


The following programs and related activities were conducted by the Depart- 
ment of Defense (DOD) during the period October 1, 1951, through August 31, 
1952, under authority of the Defense Production Act of 1950, as amended : 

Priorities and allocations. 
Loans and amortization : 
(a) Certificates of necessity. 
(b) Guaranteed loans. 
(c) Direct Government loans (RFC). 
(d) Utilization and improvement of existing production capacity. 
Certification of critical defense-housing areas. 
Industry advisory committees. 
Industry integration committees. 
Small business. 


PRIORITIES AND ALLOCATIONS 


Authority.—tTitle I of the Defense Production Act of 1950, as amended, and 
delegation 1, issued by the NPA under Executive Orders 10161 and 10200, con- 
tinued to provide the authority for Department of Defense participation in the 
priorities and allocations program, in conformance with NPA orders and regu- 
lations. 

Summary of activities-—DOD exercise of delegated priorities and allocations 
authority involves: (1) Assigning DO preference ratings to military contracts 
or orders; (2) making allotments of controlled materials and placing of author- 
ized controlled material orders for production materials and construction within 
allotment limitations; (8) maintaining CMP accounting controls and making 
monthly reports to DPA on use of DOD allotment authority; (4) using special 
distribution controls, such as for columbium bearing steel for the aircraft pro- 
gram; (5) obtaining special priorities assistance for contractors of DOD who 
have difficulty in the procurement of materials and components, operating sup- 
plies, equipment, and facilities expansion; (6) auditing priorities and allocations 
activities of military and selected DOD contractor installations for compliance 
with DOD policies and instructions, together with NPA orders and regulations ; 
and (7) making use of emergency priorities procedures to support military pro- 
duction during and after the recent steel strike. 

The Munitions Board (1) acts as the claimant agency for DOD on all matters 
pertaining to controlled and critical materials; (2) assists the control agencies 
in the preparation and implementation of policies and procedures covering re- 
quirements and production matters; (3) issues requirements calls to the military 
departments and associated agencies for the computation of requirements for 
controlled and critical materials; (4) reviews and consolidates the requirements 
for submission to DPA; (5) defends the requirements before the various com- 
mittees of DPA; (6) furnishes DOD representation on such committees; (7) dis- 
tributes to the military departments and associated agencies the material alloca- 
tions granted by DPA; (8) processes appeals for additional materials; (9) main- 
tains close supervision over the allocations of materials to the Departments: and 
(10) arranges for transfers and adjustments of materials between departments 
and programs, and makes returns to DPA of excess material allocations. 

DOD participation in the priorities and allocations program consisted in collabo- 
rating with DPA and NPA in development or modification of policies, orders, 
regulations, and procedures; in exercising the delegated authority to support 
military requirements, in accordance with their relative military urgencies, and 
in numerous allied activities carried on in connection with the operation of the 
program. 

Personnel.—In the great majority of cases, DOD personnel working on func- 
tions connected with the Defense Production Act also performed collateral duties 
not directly assignable to the act. This fact must be taken into consideration in 
any attempt specifically to state the number of employees engaged in programs 
under the act. 

Approximately 177 military and 689 civilian employees were involved in the 
priorities and allocations program. 

Accomplishments.—Allied activities with NPA and DPA have resulted in: 
(1) issuance of a DOD Priorities and Allocations Manual, by the Munitions 
Board, as the official instrument for distribution of instructions, policies, and 
procedures to carry out the DOD responsibilities under this authority; (2) 
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provision of priorities support for class B product producers supplying B products 
for military and AEC programs by authorizing them to use the extendible B5 
suffix with rating and allotment numbers, so that orders so identified now have 
the same preferential status as military and AEC orders; (3) provision of 
special priorities assistance for military orders during the recent steel strike by 
increased allocations of controlled materials to NPA industry divisions, by ear- 
marking interim supplemental allocations to an NPA industry division for a 
particular producer, or by making additional allocations of controlled materials 
available to an NPA industry division; (4) development of a master preference 
list of DOD contractors as a permanent solution of matching machine-tool deliv- 
eries to the needs of military production programs and guidance for NPA in 
determining the sequence of scheduling purchase orders for delivery as between 
service purchases within each service group; (5) development of a new procedure 
for improving delivery of machine tools permitting greater scope of operation 
and more responsibility to the departments for eliminating unjustified expediting 
requests at lower levels; (6) establishment of a production equipment central 
inventory, administered by NPA, to assure that Government-owned, idle machine 
tools and certain equipment currently required in military production programs 
are used before orders are placed for new machines; (7) working procedures for 
reconciling the United Kingdom claim for their superpriority tools with those 
DOD top urgency items; (8) analysis of methods of distributing materials among 
component product codes to obtain better distribution; (9) development of better 
scheduling procedures for electrical and mechanical components to avoid conflict 
of AEC and military programs, as well as those of the Defense Eleetric Power 
Administration and Petroleum Administration for Defense; (10) rescheduling, 
where necessary, deliveries of components by manufacturers in aecordance with 
military urgencies; (11) publication of minimum delivery times of critical com- 
ponents and class B products to aid military procurement offices and prime 
contractors in scheduling deliveries; (12) evaluation of methods of getting more 
accurate requirements data for components and class B products; (13) reduction 
in administrative costs of the priorities and allocations program by use of 
simplified procedures. 

During the period covered by this report, 9,718 cases were processed for 
assistance in obtaining critical materials affecting DOD procurement contracts 
and for assistance in obtaining power generators, industrial equipment, elec- 
tronics equipment, and apparatus necessary to go into facilities expansion. 

Need for continuing —The DOD position with respect to the future status of 
the program is that adequate priorities and allocation controls should be 
retained to: (1) assure full support of DOD production, construction, and pro- 
curement programs, fulfilling of stockpile objectives, and support of comparable 
programs of friendly foreign nations determined eligible for parity treatment 
with United States military programs; (2) retain operating procedures and 
facilities in Government and industry to permit rapid application of full mobili- 
zition controls as and if needed; (3) assure continuing the flow of essential 
information between industry and Government and within Government to make 
possible conversion and redirection of civilian production and distribution to 


meet any sudden increase in the size and rate of military programs that may 
occur, 


LOANS AND AMORTIZATION 


(a) Certificates of necessity 


Authority —Under Executive Order 10200 and section 124A of the Internal 
Revenue Code and title III of the Defense Production Act of 1950, the DOD par- 
ticipates in the tax-amortization program by commenting on applications for 
certificates of necessity to expand industrial capacity. 

Summary of activities—The DOD handled approximately 2,828 applications 
for certificates of necessity, i. e., Army, 800; Navy, 637; Air Force, 1,038: and 
Munitions Board, 353. 

Effectiveness and need for continuing.—The granting of certificates of necessity 
for tax amortization has been a valuable method of getting industrial support of 
requirements. 


(b) Guaranteed loans 


Authority.—The participation of DOD in the guaranteed-loans program stems 
from title III, section 301, of the Defense Production Act of 1950 and authority 
delegated to the military departments by Executive Order 10161. 
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Summary of activities 


Amount of loans 


Number é 
Total 


Amount of 
guaranty 


Applications pending as of Sept. 30, 1951 __- vi enasseaas 69 $53, 398,000 | $43, 639, 700 00 
Applications received Oct. 1, 1951—Aug. 31, 1952___.____._._-- 421 | 786, O80, 225 633, 312, 522. 50 

NS fied 52a thoes s Seed bee 490 839, 478, 22! 676, 952, 222. 50 
i aN a nS an __| 847 | 760,999,375 | 608, 617, 512. 50 
Denied (disapproved, ineligible, ete.) ................-------- 113 51, 036, 85 45, 342, 260. CO 


ee RR a eet ee ee 30 27, 442, 22, 962, 450. 00 


Total.__- Sie = dies heh baad a atenteal bia die aded nite Gaon ied 490 839, 478, 22! 676, 952, 222. £0 


Number 
authorized 


Number 


Size of loans authorized 


Size of loans 


$10,000 and under... ee! 3355 $2,500,001 to $5,000,000 
$10,001 to $25,000. _ - dtd Ba i 5 || $5,000,001 to $10,000,000 
$25,001 to $50,000__ _. ae $10,000,001 to $15,000,000 
$50,001 to $100,000. _ - $15,000,001 to $50,000,000 
$100,001 to $300,000__ _- Over $50,000,000. __ 
$200,001 to $500,000... _- 
$500,001 to $1,000,000__. 
$1,000,001 to $2,500,000_ 


Total. _-_- 


eae 


Effectiveness.—The guaranteed loans program provides required working 
capital for the performance of defense contracts and its continuation is considered 
essential for this purpose. 


(c) Direct Government loans (RFC) 


Authority.—The DOD, upon request of DPA or the delegate agencies, comments 
on applications for direct Government loans (RFC) as provided for in title III, 
section 302 of the Defense Production Act of 1950, as amended, and Executive 
Order 10200. 

Summary of activities —The DOD handled 283 loans aggregating $395,454,374. 

Effectiveness and need for continuing.—These loans provide an incentive, be- 
yond rapid tax amortization, to essential industrial expansion by those members 
of private industry who are unable to obtain the necessary financing from other 
than Government sources. 


(d) Utilization and improvement of existing production capacity 


Authority.—DOD activities related to title III also included development and 
use of methods and procedures to utilize and improve existing production capacity 
rather than to expand it. 

Summary of activities —These activities involved: (1) notifying NPA of the 
funds to be expended for machine tools from January 1952 to July 1953 to guide 
that agency in planning for machine-tool production; (2) working with NPA 
to prevent or break bottlenecks by developing maximum production and utiliza- 
tion of specific machine tools or other production equipment needed at various 
times by defense contractors; (3) recommending to ODM establishment of a 
stockpile of machine tools; (4) continuing review of pool ordering and consid- 
eration of the possibility of reducing it; and (5) corserving materials by sub- 
stituting less critical materials, and standardization of types, design, production, 
use, testing, and packaging. 

Personnel.—Approximately 34 military and 107 civilian employees performed 
functions under the loans and amortization program. As previously mentioned, 
some of these personnel also performed collateral duties not directly assignable 
to the act. 


CERTIFICATION OF CRITICAL DEFENSE HOUSING AREAS 


Authority.—Under title II, section 203, of Public Law 96 (82d Cong., 1st sess.) 
and Public Law 429 (82d Cong., 2d s¢ ‘ which amended and extended the 
Defense Production Act of 1950 and the Housing and Rent Act of 1947, as 
amended, the Secretary of Defense and the Director of Defense Mobilization, 
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acting jointly, are authorized to certify any area to be a critical defense housing 
area which required Federal rent control. Acting under delegation from the 
Secretary of Defense and under Defense Mobilization Orders No. 12 and No. 20, 
the Armed Forces Housing Agency has participated in the determination of 
critical defense housing areas by representing the DOD on the interagency 
committee established for that purpose. 

Summary of activities.—To date, 401 cases have been docketed for considera- 
tion by the committee. Of these, 251 cases involve 311 major military installa- 
tions and 150 cases involve areas covering essential industrial activities. Rent 
stabilization has been recommended for 123 areas (98 military and 25 industrial). 
Of the remaining 27S cases, 217 were found not meeting criteria for rent controls 
and 61 cases are pending. 

All of the 128 areas certified for rent control were also certified as critical 
areas under Public Law 139 to provide construction aids for defense housing and 
community facilities. In addition, 79 other areas (25 industrial and 54 military) 
have been certified to date under Public Law 139; 68 of these areas did not meet 
criteria with respect to rent increases under Public Law 96 while the remaining 
16 are currently under study to determine whether the requirements of law are 
met for the establishment of rent controls. 

In the determination and certification of critical areas, cooperative operations, 
involving a full exchange of information relative to housing supply and demand, 
rental conditions, industrial employment, community facilities, and military 
personnel strengths, have been carred on with the Housing and Home Finance 
Agency, the Office of Rent Stabilization, the Department of Labor (Bureau of 
Employment Security), and the Federal Security Agency. 

Effectiveness.—Of the 123 areas certified to date, comprehensive Federal rent 
controls have been established in 117 by the Office of Rent Stabilization, adminis- 
trative preparations for establishing rent stabilization are in process in 5 
areas, and in 1 area certification has been revoked. Of the 117 areas in which 
rent controls have been established, 22 are principally industrial while 95 have 
military installations as the sole or major source of defense activity. 

Public Law 96 makes provision for the removal of rent controls by local option. 
Under this provision, decontrol has been accomplished in portions of 13 areas 
(11 military and 2 industrial) and in 3 of the military areas the Office of 
Rent Stabilization has effected complete removal of rent controls by decontrolling 
those portions not affected by local option decontrol. 

Inasmuch as Public Law 96 provides rent control for the protection of military 
personnel and civilian defense workers pending alleviation of housing shortages 
in critical areas, a review of accomplishments under the construction-aids provi- 
sions of Public Law 139 is pertinent to a study of the effectiveness of the program. 
A total of 88,450 family housing units have been programed to date by the Hous- 
ing and Home Finance Agency; 55,750 of these units are in areas of predomi- 
nantly military activity, while 32,700 are in industrial areas. A review of the 
accomplishments under these programs reveals that of the 88,450 units programed 
during the past 10 months, 27,000, ors8@ percent, have been started and only 
10,700, or 12 percent, have been completed. With respect to sales units, of which 
23,300 have been programed, 35 percent have been started and nearly 17 per- 
cent have been completed, but among the 65,150 rental units, which are more 
adaptable to use by military personnel, 29 percent have been started and only 
10.5 percent have been completed. However, units should be completed at an 
increasing rate during the next few months and additional aids under the Federal 
National Mortgage Association should enable the starting of many more units so 
that greater accomplishment may be expected during the coming year. 

Personnel.—There were approximately 3 military and 13 civilian employees 
assigned to the certification of critical housing areas program. 

Need for continving.—The fact that most of the extremely acute situations 
arising from substantial expansion of military activities in small or isolated 
areas have been certified indicates that the need for aid and protection in this 
sphere of application of the law has been largely met. Further support of this 
indication is provided by the fact that most of the cases now under consideration 
involve very diverse industrial complexes, with military installations comprising 
only a minor part of the defense activity. However. the removal of limited rent 
controls on September 30, 1952, as provided by Public Law 429, may result in 
excessive rent increases in additional localities of both military and industrial 
interest and thereby may require further certification of critical defense housing 
areas under Public Law 96. 
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INDUSTRY ADVISORY COMMITTEES 


Authority.—While the DOD advisory committees are established pursuant to 
other specific statutory authority, such as the National Security Act, the Stra- 
tegic and Critical Materials Stockpile Act, and the National Industrial Reserve 
Act, DOD procedures governing the operation of advisory committees comply 
with the principle promulgated by the Attorney General pursuant to section 701 
of the Defense Production Act, which applies to the operation of all Government 
industry advisory comntittees. 

Present status of MBIAC’s.—At present some 400 industry representatives are 
serving on 12 MB industry advisory committees and 24 subcommittees. This 
represents a drop in the number of industry advisory groups earlier reported 

Since then, the MB, after a survey of its committee system, dissolved 15 main 
committees and 35 subcommittees. Most of the groups dissolved were those whose 
membership and purpose closely paralleled that of the industry advisory commit- 
tees established by the agencies operating under the Defense Production Act of 
1950. 

Interagency use of IAC’s and effectiveness of IAC system—The MB practice 
of inviting NPA representatives to attend committee meetings, when the subject 
matter slated for discussion is of particular interest to that agency, has continued. 
Through its close liaison relationship with NPA, which has established a consid- 
erable number of industry advisory groups, the MB has been able to get needed 
advice from the industry groups now assisting those agencies. Mutual coopera- 
tion in this area between the two agencies has brought to each the benefit of the 
advice and recommendations of their respective industry advisory groups. 


INDUSTRY INTEGRATION COMMITTEES 


Pursuant to the voluntary agreements provisions contained in section 70S of 
the Defense Production Act, the Department of the Army has obtained through 
the Defense Production Administration the Attorney General’s approval of plans 
and regulations for 7 additional industry integration committees making a total 
of 24 committees now in active operation. The Army has published regulations 
governing industry advisory committees and a considerable number of such com- 
mittees have been organized pursuant thereto. These integration and advisory 
committees have proved to be of inestimable value to the production and procure- 
ment programs of the Department of the Army as a medium through which 
industry has generously contributed its research, development, and productive 
know-how for defense. 


SMALL BUSINESS ACTIVITIES 


{uthority—To meet the requirements of the Defense Production Act relating 
to small business, DOD cooperated with the Small Defense Plants Administra- 
tion in developing interagency methods. This policy embraces the operations of 
SDPA within DOD at procurement levels, and has been implemented by depart- 
mental procedures. 

Summary of activities —During fiscal year 1952 the Department of the Army 
awarded 1,162,101 contracts amounting to $3,959,929,200 to small business con- 
cerns. The percentage of contracts awarded to small business was 76.5 percent 
of the total awarded, and the percentage of dollar value in contracts going to 
smrll business amounted to 21.2 percent of the total procurement dollars. 

The Department of the Navy awarded to small firms 23.3 percent of the Navy 
procurement dollars during fiscal year 1952 compared to 16.9 percent for fiscal 
year 1951. These figures represent $2,387,764,406 for 1952 compared with 
$1,200,234,365 for 1951, a 98 percent increase in contract dollars. 

Seven out of every ten prime contractors to the Air Force are small business 
concerns (those employing 500 or less) and those concerns are widely scattered 
over the United States. Seventy-two percent of the total Air Force purchase 
actions in the continental United States were placed with small-business con- 
cerns during fiscal year 1952 (539,347 out of 750,236)—56.5 percent or $680,000,000 
of the total dollar value of all procurements of the items which could possibly be 
produced by small-business concerns (small business potential) were awarded. 
as prime contracts, in full competition with large concerns. 

Personnel.—There were approximately 210 military and 278 civilian small bus- 
iness specialists, both full time and part time, and, in addition, appropriate 
stenographic and clerical personnel, assigned to support the small-business. ac- 
tivities of the Department of Defense. 
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Effectiveness and need for continuing.—The DOD continued to emphasize, with 
significant results, the role of small business in its procurement program, not- 
withstanding the fact that the bulk of procurement funds expended during fiscal 
year 1952 were for major complex items not susceptible of production by small 
business. The recent agreement with SDPA regarding “joint determination” 
should materially assist in buying from small business. Under this agreement 
SDPA representatives and military procurement officers can earmark certain 
procurement for production by small business. 


DEFENSE TRANSPORT ADMINISTRATION 


DEFENSE TRANSPORT ADMINISTRATION, 
Washington 25, September 15, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on. Defense Production, 
Congress of the United States, 
Senate Office Building, Washington, D. C. 


DeAR SENATOR MAYBANK: In compliance with the request from your office dated 
August 22, 1952, I am forwarding herewith a brief factual summary of operations 
of the Defense Transport Administration under the Defense Production Act of 
1950, as amended, during the past year. 

This material is submitted for publication in the report of the Joint Commit- 
tee on Defense Production of the Congress. 

Sincerely, 
JAMES K. KNupson, Administrator. 


1. Programs conducted by DTA: 
A. Tratfic movement and conservation : 
1. Railroad transport: 
(a) Analysis of requirements and capacity. 
(b) Increasing efficiency of use of equipment. 
(c) Increasing efficiency of railroad operations. 
(d) Equitable distribution of car supply. 
(ce) Emergeney rerouting or diversion of traffic. 
Street and highway transport: 
(a) Analysis of requirements and capacity. 
(6) Increasing efficiency of use of facilities. 
(c) Arranging to meet exceptional transportation demands. 
(d) Movement of oversize and overweight loads. 
(ec) Emergency rerouting or diversion of traffic. 
Inland water transport : 
(a) Analysis of requirements and capacity. 
(b) Movement of ore, grain, coal, and other commodities. 
(c) Cooperative operations with other agencies. 
Warehousing and storage: . 
(a) Analysis of requirements and capacity. 
(b) Encouraging construction of commercial storage space. 
(c) Increasing efficiency of space utilization. 
(d) Coordination of storage utilization. 
Port utilization : 
(a) Coal handling through the ports. 
(b) Grain handling at port terminal elevators. 
(c) Increasing efficiency of port operations. 
(d) Coordination of port utilization. 
B. Equipment and materials: 
1. Freight cars. 
Locomotives. 
Street and highway vehicles. 
Great Lakes vessels. 
Barges, towboats, and harbor craft. 
Maintenance, repair, and operating supplies. 
Construction and facilities. 
. Serap. 
C. Manpower : 
1. Recruitment, training, apprenticeship, and utilization. 
2. Activities with Department of Defense. 
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Activities with Selective Service System. 
Activities in connection with labor relations. 
Activities in connection with regional and area mobilization 
committees. 
D. Financial aspects of industry expansion: 
1. Tax amortization. 
2. Defense loans. 
E. Territories and possessions. 
F. Advance mobilization planning. 
G. Demobilization planning. 
H. Defense history program. 
2. Authority for the conduct of DTA programs: 
The authority under which the Defense Transport Administration con- 
ducts the programs described under item 1 is as follows: 
Defense Production Act of 1950, as amended (64 Stat. 798; Public 
Law 96, S2d Cong., 65 Stat. 131; Public Law 429, 82d Cong., 66 
Stat. 206). 
ixecutive Order 10161 (15 F. R. 6105). 
Organization Order DTA 1 (15 F. R. 6728). 
Executive Order 10200 (16 F. R. 61). 
DTA Delegation 1, as amended (16 F. R. 11245). 
Executive Order 10219 (16 F. R. 1983). 
DPA Administration Order 1 (16 F. R. 4913). 
NPA Delegation 14, as amended (17 F. R. 1971). 
Executive Order 10324 (17 F. R. 1171). 
Section 1 (10)—(17), Interstate Commerce Act, as amended. 
3. Summary of each DTA program, including cooperative operations with other 
agencies. 
. Effectiveness of DTA programs. 
. Current need for DTA programs. 


A. TRAFFIC MOVEMENT AND CONSERVATION 


Following the policy of the first year of operation under the Defense Production 


Acts of 1950, as amended, DTA maintained a continuing analysis of traffic require- 
ments and the ability of carriers in the fields of railroad, street and highway, 
ond inland water transport to meet such requirements. This continuing pro- 
¢ram, essential to the assurance of adequate transportation services in connec- 
tion with the defense mobilization program, requires constant contact with the 
interstate Commerce Commission and other Government agencies, carriers, 
shippers, and trade associations. 


Railroad transport 


The over-all program designed to increase the efficiency of railroad operation, 
with primary emphasis on the efficient use and equitable distribution of equip- 
ment and the prompt establishment of arrangements for emergency rerouting or 
diversion of traffic, has been of particular importance throughout the year 
because the shortages of critical materials have resulted in a continuing lag 
in the programed expansion of railroad equipment and facilities and it has been 
imperative to stretch the existing ownership. Development of the program 
continued to involve a careful combination of ICC service orders, administered 
by the Washington office and the ICC field offices, and the encouragement of 
voluntary cooperative effort. Several of the ICC service orders previously issued 
were continued through the year, in some instances being suspended from time 
to time as conditions warrant; and the few new orders issued dealt primarily 
with a specialized situation, such as the steel strike. The three heavy loading 
orders issued during the previous year were canceled when it appeared that 
their effectiveness could be maintained through voluntary action on the part of 
shippers. 

Encouragement of voluntary cooperative effort has been channeled through 
the Nation-wide organization of shippers advisory boards, the Association of 
American Railroads, and the American Short Line Road Association, the Depart- 
ment of Defense and other Government agencies, and other organizations of 
various types in any way connected with the handling and movement of railroad 
traffic. The approach to the problem has been in the form of speeches by the 
Administrator and others, meetings and conferences, correspondence, and active 
support of programs of the shippers advisory boards and other organizations 
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which fitted in with the DTA program. The ICC Bureau of Service field repre- 
sentatives were used intensively in carrying the program to a grass roots level. 
Although the program can be characterized generally as one of improved car 
utilization, it encompassed such diversified fields as heavier loading of carload, 
ferwarder, and less-carload freight ; prompt relocation of rail equipment follow- 
ing emergencies, 1nd long-range relocation in advance of seasonal movements and 
to permit upgrading; prompt release of equipment by consignees and railroad 
forces at both ports and inland points; the so-called clean-car campaign designed 
to eliminate unnecessary delays incident to switching cars to cleaning tracks; the 
maintenance of bad-order cars at the lowest practicable level; arrangements for 
the expanded movement of all-rail ore following the steel strike; arrangements 
for corrective action regarding local situations involving car or traffic delay. The 
tank car agent has carried on a similar activity, geared to the specialized nature 
of tank car handling, designed to control the bad-order situation, to improve car 
utilization, and to arrange for equitable distribution of equipment. 

The emergency rerouting or diversion of traffic was carried out by the issuance 
of necessary ICC service orders. During emergencies such as the Omaha-Coun 
cil Bluffs flood, in addition to close cooperation with the AAR and others at the 
national level, the service agents worked closely with local authorities in solving 
rail transportation problems which developed. 

An attempt at a statistical analysis of the effectiveness of these programs is 
clouded by several conflicting factors, in addition to the general difficulty of spe- 
cifically evaluating the success of cooperative effort. The outstanding indication 
of effectiveness is probably the positive, widespread feeling that the shipper- 
carrier-Government cooperation in meeting the railroad transportation problems 
of the year is unprecedented. Reported car shortages have remained consistently 
under those of the previous year; Shippers Advisory Board meetings have been 
characterized by a lack of freight-service complaints; a bumper grain crop has 
been moved with a minimum of blocked elevators and car shortages: emergencies, 
such as the Missouri River floods and the California earthquakes, have caused a 
minimum interference with the over-all movement of rail traffic and a speedy res- 
toration of normal service has been achieved; a continuing heavy export of coal, 
grain, and other traffic has been carried on successfully ; rapid, successful strides 
have been taken in protecting an accelerated movement of iron ore to offset the 
interruption of the steel strike; car and movement requirements of the military 
have been met. In short, adequate rail transportation to support the Nation’s 
expanding defense activities has been provided despite the lag in expanding the 
railroad plant, resulting from shortage of critical materials, 

Current need for continuation of these programs is based on the following 
factors: There is no indication of any let-up in the development of the over-all 
defense program; continued expansion and recovery of ground lost during the 
steel strike will require efficient, expedited rail transportation. There is no 
immediate expectation of a substantial improvement in the allocation of mate- 
rials for the program expansion of the railroad plant, so that intensive efforts to 
get the most out of the present plant must be continued. The very success of 
the traffic movement and conservation programs to date inevitably results in a 
certain complacency on the part of those involved in matters of car utilization, 
and constant effort must be expended to avoid any let-down which might later 
result in inadequate service or car supply. 

Street and highway transport 


The responsibilities of DTA in the field of street and highway transport in 
clude the movement of property by for-hire carriers, private carriers, and farm 
vehicles; and the movement of passengers by urban transit systems, suburban 
and intercity busses, school busses, taxicabs, for-hire cars, hearses, ambulances, 
and private automobiles. Approximately 9,150.000 commercial vehicles and 
42,000,000 private automobiles (January 1952 figure) fall within this area of 
responsibility within the continental United States, together with the smaller 
number of like vehicles in the Territories and possessions. 

In the field of street and highway transport, the traffic-movement program is 
designed to encourage, through voluntary means or by regulation in time of 
emergency, the prompt and expeditious movement of military and essential 
civilian traffic. The conservation program is designed to increase the effective 
use of existing equipment and to discourage waste, whether manpower, material, 
or the existing transport fleet. This fleet is currently in good condition, inelud- 
ing expansion to meet the increasing transportation requirements of the Nation. 

For both current operations and mobilization planning, there is a continuing 
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need for analysis of requirements and capacity of the street and highway trans- 
port industry. These analyses fall into three categories, (1) reports completed 
in the past year, (2) reports initiated in the past year but not yet complete, and 
(3) continuing reports and analyses requiring periodic attention to keep them 
current and useful. A major analysis in the private passenger automobile field 
initiated over a year ago, with a report completed within the past year and given 
the widest distribution to industry, individuals, and other Government agencies, 
is “Automobile Transportation in Defense or War” (Brookings Report), which 
has been widely used as a basic source by this and other agencies. Other studies 
completed during the year include an analysis of ton-miles operated by trucks 
and truck-trailers on local and rural roads from 1936 to 1950; a study of truck 
terminal congestion and the problems resulting therefrom, followed by field 
survey of 336 truck terminals in the Chicago area; and a survey of tank truck 
equipment available for liquid haulage. Surveys initiated during the year and 
still in the course of preparstion to secure data on important segments of trans- 
portation requirements where existing data are meager include a study of the 
volume and traffic pattern of fresh vegetable transportation; a survey of volume 
and distribution of “for-hire and drive-yourself” vehicles, an industry which 
has grown so rapidly in postwar years that little or no accurate data are avail- 
able about it; and a “pilot” study of one State (Maryland) to ascertain whether 
it is feasible to expand data on for-hire carriers from IOC class I to all for-hire 
carriers of property, interstate and intrastate, One of the most important 
studies is the joint study by street and highway and port utilization specialists 
of DTA as to means of relieving highway and pier congestion. Philadelphia has 
heen selected for analysis as a pilot study of the problem. Studies requiring 
continued, though intermittent, work to keep them current and useful deal with 
vehicles operated by class I interstate carriers by body type, age, and gross 
vehicle weight, forecast of ton-miles to be operated in an ensuing year, and a 
most important new survey of manufacturers, securing estimated production 
data for a 6-month period, to more accurately measure the trend of anticipated 
demand for transportation by street and highway in the immediate future. 

The voluntary programs for improved vehicle utilization extended hours of 
operations at terminals, heavier vehicle loads, and the interchange of loaded 
vehicles to relieve terminal congestion, which were instituted after the outbreak 
of hostilities in Korea, have been continued through the past year. ‘These 
programs have been supplemented by interagency actions to meet unusual con- 
ditions. Specifically, to meet the extremely heavy Christmas holiday peak loads 
of combined military traffic, college traffic, and Christmas traffic, the Adminis- 
trator made a special appeal to the public to spread their travel, and to the 
Department of Defense to stagger departure times at its installations. These 
steps greatly assisted in meeting the demand for passenger traffic movement. 
At every important military installation, representatives of the Bureau of 
Motor Carriers, ICC, acting for DTA, worked in cooperation with the proper 
officials of the base and of the transportation lines serving it to assure adequate 
transportation. The Department of Defense and the Atomic Energy Commis- 
sion have had made available to them by field representatives of ICC, acting 
for DTA, complete data on property and passenger carriers in those areas where 
these agencies indicated a proposal to inaugurate new projects of major 
proportions. 

A most outstanding single achievement of the past year was the completion 
of an agreement permitting trucks of the United States to operate across Canada 
from Detroit or Port Huron, Mich., to Buffalo or Niagara Falls in New York. 
A marked increase in the availability of vehicles will result since the action 
permits a saving in excess of 200 miles per trip. The consummation of this 
agreement was the result of joint efforts by DTA, the Department of State, the 
officials of the States concerned, and the governments of the Dominion of 
Canada and the Province of Ontario. 

A number of truck operators in the East and Middle West are finding it ad- 
vantageous to have truck trailers hauled by rail between certain key points. 
A study of this movement of truck trailers on railroad freight cars has been 
initiated to ascertain the potential saving in equipment and manpower, par- 
ticularly under conditions of full mobilization. 

During the year, there has been some question of delay of property carriers 
at military installations which has been worked out to a large degree by 
cooperative action with the military authorities, the truck lines concerned, and 
the American Trucking Association. 
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There has been no need for direct action to meet an increase in use of highway 
passenger transportation facilities, since loads on these carriers are static or 
falling slightly from previous levels and operators are conserving equipment 
because of economic pressure. This general classification of highway trans- 
portation, however, is one which would feel the most severe impact of increased 
loads if any force, natural or artificial, interferes with present levels of private 
automobile operation : and continuing effort must be made to assure that highway 
passenger vehicle fleets are maintained in the best possible operating condition. 

The arrangement previously reported between DTA and the several States, 
whereby special permits from the States may be obtained for movement of 
loads of essential traffic which exceed the States’ size and weight limits, con- 
tinues in effective operation. Approval or recommendation for exemption of 
only 26 movements out of 280 requests indicates that the exemption is involved 
only for urgent shipments of essential material that could not otherwise be 
moved. 

Direct negotiations are under way between DTA and the officials of two 
States, Virginia and West Virginia, relating to truck limitations. Virginia, 
situated as “corridor” State for all east-coast traffic from South to North, is one 
of the critical States on maximum legal loads for this route. In West Virginia, 
the problem has been a matter of the effective date of new regulations which 
severely affect steel haulers from this important steel-producing State. The 
problems are being solved directly by the State authorities but are indicative 
of conditions which constantly develop and which must be corrected before they 
become a serious threat to the transportation of the Nation. 

Interruptions to normal route patterns, whether by natural causes, such as 
floods or earthquakes, or other causes, offered the most serious tests of emergency 
rerouting and traffic-diversion methods. During the first 10 days of February, 
there was a serious disruption of highway freight transport service because 
of a series of strikes. Some 22 States were affected at various times, with some 
Southeastern and some Western States having approximately 60 percent of 
their truck operations closed down. The field staff maintained local contact 
with operating conditions and with military and defense establishments in order 
to fully utilize alternate services of railroad carriers or nonstruck highway car- 
riers. During this period, it was necessary to grant a limited number of tem- 
porary operating authorities to permit continuance of essential transportation 
to plants and to industries which would have been otherwise cut off. Another 
and new type of development was the Pennsylvania “park-down” strike, literally 
a sit-down strike by truck-trailer owner-operators. The situation was localized at 
the Ohio-Pennsylvania and the New York-Pennsylvania State lines and to some 
degree on the Pennsylvania turnpike. The conditions causing the “park- 
down” were matters not within DTA’s responsibility or jurisdiction. Major car- 
riers overcame the effects of this ‘“park-down” by reassignment of equipment, 
using their own equipment for trans-Pennsylvania runs and reassigning the 
owner-operator trucks to runs in the South and West. 

The most severe test of the abilitv of the highwav transport industry to under- 
go the emergency rerouting and diversion of traffic came as the result of the 
extremely severe floods of the Missouri and Mississippi Rivers in April of 1952. 
A specific example was the condition along the Missouri in the Omaha and 
Council Bluffs area, where the staff of the Bureau of Motor Carriers in the 
area was augmented by detailing a DTA staff member from Washington. This 
flood, by its nature and magnitude, created almost every problem which would 
have to be faced in a mobilization emergency: Diversion of through traffie to 
avoid the affected area, diversion or embargoing of less essential traffic during 
the most critical period, and within the affected area an all-out emergency 
movement of men and materials to protect the cities from complete disaster. 
Transportation, under the direction of the trained transportation people in the 
area, proved its ability to meet the emergency almost completely without direct 
orders except in the immediate disaster area where some restrictive orders were 
enforced to protect flood-weakened bridges. Similiary, the more recent Tehachapi 
and Bakersfield earthquakes indicated the ability and resourcesfulness of the 
highway transport industry to make immediate reroutings in the face of a dis- 
aster which blocked a through route. 


Inland water transport 


Throughout the year, the most important activity of DTA in the field of inland 
water transport has been in connection with the carriage of iron ore, grain, and 
coal on the Great Lakes. Steel is the backbone of both the civilian and defense 
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economies. Since 80 to 90 percent of all iron ore used in steel production 
moves to the mills via Great Lakes vessels, it is imperative that continuing at- 
tention be given to traffic movement and conservation of vessel equipment 
on the Lakes in order to assure the availability of the increasing quantities of 
ore required to support the current expansion in steel-production capacity. In 
addition to iron ore, the Great Lakes fleet also carries other basic ingredients of 
steel, such as limestone, coal, and coke. 

The recent steel strike threw the 1952 Great Lakes iron ore movement about 
22,000,000 gross tons behind the 1951 movement. Approximately 10,000,000 
gross tons of the amount lost due to the strike would have gone to the Nation’s 
iron ore stockpile for use by the steel mills during the winter months when 
navigation is closed on the Great Lakes. Every effort is being directed toward 
making up this deficit before the close of the 1952 navigation season in late 
November or early December. DTA has addressed itself to this problem by 
obtaining load-line concessions from the Coast Guard, which will enable the 
ore carriers to carry more ore per trip, Furthermore, the Coast Guard has been 
asked to conduct aerial ice surveys during the late part of the shipping 
season and to furnish this intelligence to the ship operators. The Coast Guard 
has also been asked to furnish ice breakers for the port of Chicago in order 
to keep that port open as long as possible during the 1952 season. DTA has 
maintained active liaison with the Canadian Transport Controller in connection 
with the possibility of reciprocal assistance in the movement of ore, grain, 
and coal on the Great Lakes. Frequent inspection trips have been made to Great 
Lakes ports in an effort to lend all possible assistance to the expeditious move- 
ment of iron ore. 

Continuing attention has been given the inland waterways, comprising over 
28,000 miles of navigable rivers, canals, bays, and sounds. ‘These are an im- 
portant element of the Nation’s transportation system in that many of the large 
industrial cities and larger industrial plants are located along these waterways 
and depend on this form of transportation to a significant extent. These water- 
ways carried around 60,000,000,000 ton-miles of freight in 1951, almost twice the 
ton-mileage handled during the peak year (1944) of World War II. Of par- 
ticular significance is the ability of this transportation medium to handle im- 
portant bulk commodities, such as petroleum, coal, chemicals, metallic ores, large 
manufactured products, etc., in great quantities at economical rates. 

Inland water transport specialists in the Defense Transport Administration 
have worked in close liaison with the Army Corps of Engineers, National Pro- 
duction Authority, Defense Production Administration, United States Coast 
Guard, Maritime Administration, Navy Department, Petroleum Administration 
for Defense, Defense Solid Fuels Administration, and others. Close working 
relationships have also been maintained with both individual and organizational 
representatives of the Great Lakes and inland water transport industries. Among 
such organizations are the Lake Carriers’ Association, Great Lakes Ore and Coal 
Exchange, Lake Superior Iron Ore Association, Lake Ore Coal and Vessel Com- 
mittee, American Bureau of Shipping, American Waterways Operators, and 
others. Such liaison has been maintained in the interest of voluntary program 
sponsorship and the orderly flow of water-borne traffic over the waterways. 

Appropriate action has been continued to keep the various waterways open 
for traffic to the maximum possible extent. Great interest is taken in cases of 
repair and maintenance of locks and other portions of inland waterways. Ap- 
propriate representations are made to the agencies in charge of these activities 
on the waterways in the interest of restoring traffic flow at the earliest possible 
moment. 


Warehousing and storage 


The national defense program presupposes the capacity to store and preserve 
the items required for the mobilization base. Large procurement programs to 
establish necessary reserves and to meet other requirements have been scheduled 
over a period of years, and the ability to store and protect such items is of major 
importance. Warehousing can be reduced to four major types of facilities 
general merchandise, refrigerated, bulk grain and bulk liquid. The programs 
respecting warehousing require for each of these types, continuous assembly and 
analysis of data concerning the storage requirements of the several Government 
agencies and the civilian economy; the accumulation of data respecting the 
availability of warehousing space; the current occupancy thereof; and the en- 
couragement of private industry to acquire or construct additional facilities in 
areas of short supply. While large quantities of defense materials are stored 
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in Government-owned facilities and programs for the construction of such facili- 
ties are continually being developed by other Government agencies, nevertheless 
substantial amounts of commercial warehouse space are also required to meet the 
extraordinary demands of the defense program. In fact, Government agencies 
depend almost entirely upon the commercial industry for refrigerated storage, 
and some agencies depend exclusively upon industry for general merchandise 
storage. The capacity of commercial warehouse space generally is limited and, 
due to large inventories of civilian commodities, these facilities have been op- 
erating above average occupancy. Because of the reliance of the Government 
agencies upon commercial facilities, it has been necessary to encourage con- 
struction to provide a reserve of storage space to absorb the initial impact of a 
more serious emergency. This is particularly true in many critical areas where 
storage space has been in short supply. 

Due to the fact that food- and material-production goals must vary as 
defense planning changes, commercial storage requirements have and will 
continue to remain indefinite. Therefore, close scrutiny of the effects of these 
program changes must be maintained to determine the need for modification 
of the programs involved in assuring adequate storage space to handle the 
material resulting from defense production. Furthermore, it must be realized 
that the greater the extent to which commercial facilities are available and 
utilized, the less will be the need to construct additional Government-owned 
facilities which are of little value in the postemergency. 

It is imperative that available commercial space be utilized with the greatest 
possible efficiency and effectiveness. Toward this end, DTA has assisted the 
Department of Defense in the formation of Defense Warehousemen’s Associ- 
ation for the storage of Government material by commercial operators in the 
larger metropolitan cities. The plan for such voluntary associations has been 
cleared by DTA through the.Defense Production Administration and final 
approval obtained from the Department of Justice. Association agreement 
forms and a contract with the Government have been developed which will 
assure a guaranteed availability of space, permitting wider industry partic- 
ipation, greater flexibility of operations, and substantial savings in adminis- 
trative overhead. Furthermore, DTA has just completed a program involving 
a complete survey of Nation-wide public storage space in the general-mer- 
chandise and household-goods industries, which is the first such survey in the 
last deeade. The warehousing program also involves the preparation of 
advance plans to provide necessary coordination of all elements and the estab- 
lishment of adequate procedures for allocation of storage space by the operators 
and to the users thereof, when required. 

The effectiveness of these programs can best be judged by the continuing avail- 
ability of a reasonable reserve of storage space, notwithstanding the increased 
use of such facilities over the past year. For example, under the program to 
encourage the construction of facilities for the storage of bulk grain, approxi- 
mately 45,000,000-bushel capacity was added to the storage plant since the start 
of the program. The occupancy of elevator capacity at principal interior mar- 
kets increased from 71.3 percent in 1951 to 81.7 in 1952, but, by reason of this 
additional capacity, there is still a reasonable reserve of space for future con- 
tingencies. Under the program to encourage the construction of freezer facil- 
ities, approximately 30,000,000 cubic feet of space were added. The occupancy 
of freezer facilities during the peak season rose from 81 percent in 1951,to 83 
percent in 1952, again leaving a reasonable reserve of such space. 

In carrying out the delegated responsibility for achieving effective coordina- 
tion and utilization of storage facilities, an interagency advisory committee, 
known as the Storage Coordination Committee, was established which functions 
on a continuing basis. This committee is composed of representatives of the De- 
partment of Defense, General Services Administration, Department of Agricul- 
ture, and the Reconstruction Finance Corporation. It is chaired by the Director 
of the Warehousing and Storage Division, DTA. Such continuous considera- 
tion of the programs and problems of these agencies assists in assuring effec- 
tive utilization of the available commercial storage facilities by the Government 
and the civilian economy. This committee is the one point within the Govern- 
ment for bringing together representatives of the several agencies that are major 
users of storage services for consideration of over-all requirements and the 
problem of Government storage generally. 


Port utilization 


Coal exports from United States mines to Western Euronear countries began 
to move in volume early in 1951. Shipment progressively increased each month, 
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and by early fall of 1951 it became evident that cooperative efforts of railroads, 
transshippers, steamship agents, and governmental agencies must be developed 
in order to bring about a maximum efficiency in the handling of export coal at 
the principal coal-handling ports. The principal problem was the concentration 
of an extra-heavy movement of coal through the port of Hampton Roads, while 
facilities in other North Atlantic ports were not being taxed. Members of the 
Interagency Committee on Port Utilization, which is chaired by the Director 
of DTA’s Port Utilization Division, visited all coal-handling ports. As a result 
of their visits, recommendations for improved traffic movement were made and 
accepted by the private interests involved and the governmental agencies con 
cerned. This committee by its survey established maximum capacity for han- 
dling of coal in the respective ports. As a result, the amount of coal exported 
reached the highest figures in history, and at no port was there congestion. 
The total amount of coal exported:‘in 1951 amounted to approximately 33,000,000 
tons, and it is anticipated that the amount of coal exported for the 1952 period 
will be approximately 25,000,000 tons. The 1951 total volume was equivalent 
to the 1947 volume, and these were the highest years on record. 

The movement of export grain through United States seaports amounted to 
16,431,900 long tons for the calendar year 1951, and 10,356,200 long tons for the 
first S months of the calendar year 1952. It is estimated by the United States 
Departinent of Agriculture that the movement of export grain for the calendar 
year 1952 will equal that of 1951; thus, these years will far exceed any previous 
year in history. The annual average for the 10 previous years was 4,972,213 
long tons. This movement of grain through the ports continues to take place 
without any undue congestion for the reason that such grain meves under Gen- 
eral Order DTA 2. Under this order permits are issued to the elevators. 
This procedure, which in effect allots elevator space, controls orderly movement 
of grain through the elevators, and has the effect of increasing the amount of 
grain which elevators can handle without congestion. To effectively admin- 
ister this order, DTA port-utilization specialists daily examine the situation at 
each elevator and representatives of DTA are in constant contact with the grain 
interests, the elevators, and the railroads, as well as the Bureau of Service of 
the Interstate Commerce Commission andthe Department of Agriculture. Since 
the order became effective May 8, 1951, and through August 31, 1952, DTA has 
issued 5,219 permits covering the export of 23,855,900 gross tons of bulk grain. 

The more important achievements of the Interagency Committee on Port 
Utilization, established under a memorandum of agreement between the Defense 
Transport Administration and the Departments of Defense, Commerce, and the 
Interior, are as follows: (@) The establishment of port capacity for handling 
coal; (b) the undertaking of a study of methods for keeping smaller ports alive; 
(c) review of actions taken by agencies of the Government to “take over” port 
facilities; and (d@) inspection of the principal ports and smaller ports throughout 
the United States and the establishment of working relationships with port 
executives, thus insuring continued interest and cooperation by governmental 
agencies on the one hand and by private operators on the other. 

Specialists of the DTA Port Utilization Division are working in cooperation 
with the DTA Street and Highway Transport Division in an intensive study of 
the port facilities of the United States aimed at more efficient operation of motor- 
trucks entering and leaving port-terminal areas. The pilot study in this field 
will be made in the port of Philadelphia, where preliminary meetings have al- 
ready been held with the industries involved. The major objective of this 
program is to develop a set of voluntary “ground rules” leading to the elimina- 
tion of excessive waiting time, lack of coordination in interchanging cargo, and 
other impediments to the, maximum use of equipment aad manpower. 


Bb. EQUIPMENT AND MATERIALS 
Freight cars 


The very acute car shortages of the fall of 1950 and spring of 1951 have not 
recurred in 1952 to date owing, in large measure, to decreased carloadings result- 
ing largely from the steel strike and other abnormalities on the one hand, and 
from the salutary effects of DTA traffic movement and conservation programs on 
the other. The maximum shortage of the fall of 1951 of slightly over 20,000 cars 
per day was approximately half the 40,000 car maximum shortage of the previous 
fall, and so far in 1952 an approximate shortage of 7,800 cars per day has been 
the maximum. The decrease in carloadings for the first 32 weeks of 1952 is 9.2 


percent as compared to 1951, and 1.3 percent as compared to 1950. 
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During the last 2-year period, the increase in freight-car ownership is only 
slightly over 2 percent, and if the current scrapping program had not been sub- 
stantially reduced below the average of 1950 and 1951, the increase in ownership 
would have been about 154 percent. The older cars so retained in service have 
outlived their economic usefulness and from the standpoint of usage can be con- 
sidered as only part-time cars and not as an offset of new production. 

New freight-car production should not be permitted to lag, as in any greater 
emergency transportation facilities must be available in sufficient volume to 
support the Nation’s defense potential. World War II provided concrete evidence 
of the necessity for appropriate advance planning of essential facilities, not only 
as to requirements therefor, but also to lack of ability to produce and provide 
such facilities during an all-out emergency. It has been definitely stated by 
competent people that if World War II had continued much longer the Nation’s 
railroads would not have been able to continue to meet the demands because of 
the “starvation diet” of equipment and materials allotted to them. 

The eased condition as to carloadings and car shortages has had an adverse 
effect on the freight-car program, as allocating authorities within the Government 
have taken the position that on a short-range basis it has not been necessary to 
allocate as much material to the freight-car program as formerly; thus, after an 
allocation of material for 27,000 freight cars, including tank cars, in the fourth 
quarter of 1951, the program has been successively curtailed to 23,000 in first 
quarter 1952, 21,500 in second quarter 1952, with a slight recovery to 22,774 in 
third quarter 1952. The oceurrence of the steel strike has prevented any definite 
determination for fourth quarter 1952, and the steel strike will have further 
effect in the early months of 1953. 

The Defense Transport Administration, conscious of the real needs for an 
adequate freight-car fleet, has contained to prosecute vigorously its claim for 
full freight-car production, and to stress the importance of preparing the fleet for 
future traffic needs. In March of 1952 DTA, working in collaboration with DPA, 
prepared a freight-car study on which was based an expansion goal approved by 
DPA on April 11, 1952. This goal calls for production of 436,000 new railroad 
freight cars of all types, between January 1, 1950, and July 1, 1954. With pro- 
duction of 43,981 in 1950, 95,948 in 1951, and 50,232 in the first 7 months of 1952, 
it is obvious that the goal will not be met. The production of nearly 11,000 cars a 
month for the remaining 23 months is not impossible, except that the steel strike 
will curtail production for the last half of 1952, making it necessary to produce 
freight cars at about 13,000 a month to meet the goal. 

As of August 1, 1952, there were on order an unshipped 95,265 freight cars, 
an order board less than the peak of last year but enough to last more than a 
year at recent rates of production. 

Locomotives 

On August 11, 1952, the Defense Production Administration approved an expan- 
sion goal for United States railroad locomotive units based upon a study made 
by the Defense Transport Administration, This goal called for the production 
of 15,500 units between January 1, 1950, and July 1, 1954. To meet the goal, 
production at the rate of 936 units a quarter would be required commencing 
October 1, 1952, or very nearly the rate prevailing in 1951 when 3,619 units were 
produced. Apparently, conditions were not deemed favorable and allocations were 
reduced to provide less than 700 units a quarter, about 25 percent below the 
desired level. 

DTA had hoped to keep production of locomotives, principally Diesels, at a 
high level in order that the benefits of dieselization in manpower utilization, 
material usage, and car-day savings would be available for mobilization traffic. 

Production in the first 7 months of 1952 was 1,942 units, with every probability 
of a lower rate of production for the rest of the year because of the steel strike. 


Street and highway vehicles 

The third quarter of 1951 marked the inauguration of the Controlled Materials 
Plan and the submission of a formal program for transit vehicles and motor 
vehicles. In presenting its programs, DTA makes a determination of the require- 
ments of the industry supported by detailed justifications, setting forth the facts 
on which the requirements are based, and the reasons why the claims should be 
approved substantially in the quantities as requested. 

Defense Transport Administration’s public passenger-carrying vehicle claims 
have been based on replacement, conversion, and extension. Programs on this 
basis for rapid-transit cars, streetcars, trolley coaches, integral motorbusses, 
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and school-bus bodies have been approved by DPA at a level adequate to meet 
demand. 

Prior to the first quarter of 1952, automobile production was handled by NPA 
and DPA on a “consumers’ goods basis” with a quarterly reduction from previously 
going levels. With the first quarter of 1952, DTA felt it was necessary to claim 
for the automobile as a means of transportation, the production of which could 
not be allowed to drop to too low a level. DTA claims, authorizations by DPA, 
and production are shown in the following tabulation : 








; ai one BPA tities ih ste 
Quarter DTA claim thorization | Production 
nn A ens Geiienania | 1, 200, 000 1, 006, 000 | 980, 688 
Second quarter, 1952 hls naka deers Se ete eerie 1, 000, 000 1,050, 000 | 1, 222, 241 
"Teire quarter, 7008. . ...-....<.~..--- Rite tae ee ouieaicek 1, 100, 000 1,050, 000 | (4) 
Fourth quarter, 1952__...._....- steankes ~ahtaine ceca niece) 1, 150, 000 0) } () 
| 


Not available. 


Truck and truck-trailer production, first programed with the commencement 
of the Controlled Materials Plan, continued throughout the year as a claim of 
primary interest for DTA. Preduction for the first three quarters of 1952 was 
authorized at 250,000 trucks and truck-tractors per quarter, barely enough to 
provide for necessary replacements. Truck trailers and bodies were authorized 
on this same basis. 

The effectiveness of the program is demonstrated by the fact that a substantial 
portion of the needs of the industry for equipment have been met, although in 
some instances the most urgent representations were required to secure Defense 
Production Administration’s authorization of program levels in conformance 
with the minimum levels which DTA felt could not be breached without damaging 
the existing transportation plant. Once approval of a program was reached, the 
highest degree of cooperation was received from the National Production 
Authority, the Defense Production Administration, and manufacturing industry 
at large in their mutual efforts to achieve the programs. 

Great Lakes vessels 


In view of the importance of ore movement on the Great Lakes, the necessity 
for a program for increasing the tonnage of the Lake vessel fleet is readily 
appreciated. Such a construction and vessel conversion program, started in 
1950, is being continued; and during the 12-month period ending September 7, 
1952, 11 ships, representing 165,000 gross tons of capacity, have been placed in 
operation. Four other ships will join the fleet during the remainder of 1952, and 
8 ships are now firmly scheduled to join the fleet in 1953. 

This program is proceeding satisfactorily. The principal problems encountered 
to date have been the difficulty in obtaining steel and certain component parts, 
together with competitive problems in the training and retention of shipyard 
personnel, These two factors have tended to retard estimated vessel completion 
dates and will probably continue to manifest themselves. 

Barges, towboats, and harbor craft 

The economic importance of the inland waterways are evidenced by the tre- 
mendous growth in traffic clearly demonstrates a need for a barge and towboat 
construction program to produce the equipment required to meet this growing 
demand, as well as to replace equipment being retired due to obsolescence. The 
established expansion goal envisions the construction of 3,923 craft during the 
4-year period ending December 1953, at which time there should be a balanced 
fleet of 22,771 inland watercraft. While this program has been proceeding 
satisfactorily in some areas (for example, the petroleum barge program is nearing 
completion), shortages of steel in the past, coupled with anticipated shortages 
of steel and of some components in the future, may delay achievement of this 
goal by as much as 3 years unless more construction steel is allocated to this 
industry. It is estimated that construction of about 450 watercraft in these 
categories has been completed during the period of this report. 


Maintenance, repair, and operating supplies 

The transport industries secure their maintenance and repair requirements 
mainly under “self-certifying’ orders of the National Production Authority. 
Automotive replacement parts produced under CMP regulations flow through 
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normal channels of trade. The railroads and a number of the larger transit 
companies are under maintenance and repair order M 73. Up to the present 
time, there have been no reported breakdowns of transportation due to lack of 
maintenance, repair, and operating supplies, although there have been shortages 
of particular items, notably rail, axles, transmissions, and parts thereof in cer 
tain sections of the country. The continuing availability of MRO items ‘n suffi- 
cient quantities to maintain essential transport services is a basic necessity. As 
claimant agency in this field, DTA has a continuing responsibility to assure that 
adequate supplies are available. 


Construction and facilities 


In the 12 months since October 1, 1951, the Defense Transportation Admin- 
istration has been able to authorize materials for construction of facilities having 
a value of $807,587,850. Each of the 1,621 projects approved was carefully 
screened and was found to be essential to DTA’s programs for railroad trans- 
port, street and highway transport, inland water transport, warehousing and 
storage, and port utilization. The aim of such programs is to provide facilities 
for the efficient flow of freight and passenger traffic, for the necessary storage 
of commodities, and for a flexible and efficient port system, all of which are neces- 
sary as a mobilization base. Following is a tabulation of projects by broad 
categories : 


Construction projects authorized by Defense Transport Administration fourth 
quarter 1951 through third quarter 1952 


Number Estimated 
Type of facility of projects cost of 
authorized projects 














Track, ententiats md Sebnen esis i. onda sicsvidisccee cited sities 145 $55, 646, 727 
Yard change and expansion_-............-.....- sain ea nga tie hn ek piled eat ih 59 50, 466, 006 
Operating facilities: Coal, oil, water, sand, and ice____-_---.-- so te dane iedenos 141 17, 476, 846 
Passenger and mail handling facilities... .........-...-.-222..-222-2 lee dee 53 137, 122, 459 
Rallrand trotant Mamas Ginna - sid a os ss beds Gon eke cae ces 23 6, 242, 670 
Repair shops and facilities__........,....-----.---: Fon mer icingitecd Seapine tigen 181 76, 784, 327 
Operating buildings--__-.....---- ae, ceniap etre te wieilee nie Cuamagedad ateaiater dete 52 3, 635, 021 
Communications . : Sevenweubass ween bine bee ae oes kab actuate 51 4, 158, 381 
Signals. . Sxpiiaaicne ue tiie siniotickaes Sentialp gtnndalanigp atic tat cabal iceeeaen 130 73, 121, 876 
IRS DOWIE. < ccntician a nnnttinne tgs tigedéhinnneg debiadises me hian tne 99 3, 570, 525 
Bridges : ; ssaie oti thei ign iota tsemiemasind shigopuiehibabtiaarntecaetes 117 42, 496, 665 
Power generation and distribution__._._....-- Bo Len caren dpadaiie ty timarceeos | 41 54, 243, 583 
Miscellaneous railroad facilities___-__- ui bathe de octeneseudecbigcsnks Ube -| 37 2, 341, 175 
TRE SACI iss ocann sk sncncetonpapanihals anche yes <apamelt ek wdiitalen ésiibabedl 151 26, 711, 634 
Generel WATERHOUSE. ...n.c<ecanecceccusca sileedlihieidh dscns alias ase ead \ 61 13, 647, 902 
Refrigerated warehouses..........----- ine Siete seek tos ee 33 16, 953, 835 
Grain storage > salient the tae cee oe iscledytadeebbean owt 68 15, 711, 497 
Trolley coach extension and installation. .................-.......-.----.----.- | 29 23, 706, 297 
Subway extension and construction__.............--......---.--- alee 22 82, 474, 048 
Inland water facilities. -..............-- Seieusess : Seativareactopel 20 7, 785, 065 
Pont Sneiee. os oc oc ceca eh hae Sa Cae eek ass cog aweneeues 108 93, 281, 311 








Total - os thts cauaein eae tae ahaa, li ceeds ind tia a Mie 1, 621 807, 587, 850 





Scrap 
Immediately after the appointment of the Transportation Committee for 
Scrap Recovery late in September 1951, a program was instituted calling for 
the close cooperation and effort of all transportation industries, since they 
originate, by far, more scrap than any other source. Railroads were authorized 
to scrap certain worn out and obsolete steam locomotives which were no longer 
needed to handle their traffic under a formula set up in collaboration with other 
governmental agencies and requiring approval by the Administrator of DTA. 

Close touch has been maintained with scrap availability in Mexico, and the 
possibility of obtaining such supplies from that country has been under con 
tinuing study. 

Recovery of rail from abandoned streetcar lines constitutes a major portion 
of available scrap, and while the potential is large despite the removal cost 
involved, legislation introduced in Congress to authorize financial grants for 
raising such rail halted numerous projects pending clarification of this situation, 
either by passage of the bill or its definite disapproval. The staffs of all Bureaus 
of the Interstate Commerce Commission serving as DTA representatives in the 
field have reported all sources of scrap which they have found. Representatives 
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of the Bureau of Service, ICC, have closely followed rail movement of scrap to 
the mills to see that there is no interruption in the flow of this vital commodity. 
Contacts have been maintained with such other agencies as NPA, the Maritime 
Administration, the Bureau of Public Roads, and the Civil Aeronautics Adminis- 
tration in an effort to keep the committee fully informed about the scrap 
situation. 

The field staff of Bureau of Motor Carries, ICC, has been working with all 
segments of the street and highway transport industry to move all available 
scrap metals through normal channels so that steel, copper, and aluminum 
production may not diminish due to the shortage of scrap. The field staff has had 
3,134 contacts with industry during the period of this report. The effectiveness 
of this program is demonstrated by the fact that during this period the staff 
reported scrap contributed by these industries as follows: 


All metals 
| (including 
| steel) 


Tons | Tons 
Normal scrap silt inde cca cata ein iA cl in Ao le i 19, 098 74, 756 


Dormant scrap : coront Sea wegen aes ae aguas dopa stnaiied 8, 633 14, 800 
| | 


The committee has also solicited the railroads to systematically gather up all 
dormant scrap and put it into the proper scrap channels, and keep all avail- 
able scrap moving to the steel mills. The first 6 months’ program realized over 
2,500,000 tons of scrap. Last December, scrap inventories at the mills were at 
a critical level. Some steel mills had less than 1 day’s supply. The drive not 
only for scrap normally moved but for dormant or hidden scrap was effective. 
The committee’s efforts contributed to the recovery by the railroads of about 
100,000 tons of dormant scrap that month. For the year ending July 31, 1951, 
the railroads retired 5,793 steam locomotives and 55,765 freight cars. For the 
6 months ended March 31, 1952, the railroads recovered 700,000 tons of dormant 
scrap and 1,850,000 tons of normal scrap. The continuing need for this program 
is based upon the consensus of opinion of those who are in the best position 
to make an intelligent appraisal of this situation. There is a sincere feeling 
that scrap will again be in short supply during the latter part of this year 
when the accumulation now at the scrapyards resulting from the work stoppage 
of the steel mills has been used up. 


©. MANPOWER 


The Defense Transport Administration has continued during the past year 
its close cooperation with other agencies of the Government in the development 
of programs for recruitment, training, apprenticeship, and the utilization of 
manpower. The need for continuing the various manpower programs con- 
ducted by DTA is reflected in the analysis and study of the projected statistics 
of the Department of Labor, the Selective Service System, and the Department 
of Defense; the current job openings on order as reported by the Bureau of Em- 
ployment and Claims of the Railroad Retirement Board; and monthly reports 
of the Bureau of Motor Carriers, Interstate Commerce Commission. 

A program of recruitment is being carried out successfully through the joint 
efforts of the Bureau of Employment and Claims of the Railroad Retirement 
Board, the Bureau of Employment Security of the Department of Labor, State 
and local employment services, and labor organizations. Through this activity 
operating and maintenance personnel have been supplied to railroads and skilled 
craftsmen have been found for companies engaged in the building, repair, and 
reconditioning of Great Lakes ore vessels. 

Apprentice training remains a prime factor in maintaining manpower supply. 
DTA maintains a cooperative relationship with the Bureau of Apprenticeship 
in the Department of Labor, and with the Bureau of Motor Carriers and Service, 
ICC, including their field staffs, who work cooperatively on the national, regional, 
State, and local levels toward establishing training programs in the industries 
under the jurisdiction of DTA. Where feasible, the Trade and Industrial Edu- 
cation Service of the United States Office of Education, through State and local 
boards of vocational education, lends its assistance to the support of appren- 
ticeship and other training programs. These joint efforts have induced national 
employer groups, labor organizations, and individual employers to take an active 
part in establishing and promoting apprentice training. Executive Order 10366, 
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issued June 27, 1952, provides for the deferment of apprentices from military 
duty and substantiates DTA’s efforts in this field. r 

There are many types of training other than apprenticeship which will require 
attention as the manpower supply tightens. To help meet these shortages, DTA 
has a well-functioning program for more complete utilization of the available 
work force within the DTA industries—a program which is gaining momentum, 
In this program the following steps have been urged upon industry with ade 
quate information as to procedure and practices: reducing industrial accidents: 
employment of physically handicapped workers, women workers, returning vet- 
erans, older workers and part-time workers. 

The short labor market, particularly in the skilled occupations, has necessitated 
cooperative arrangements being maintained with the Selective Service System 
and the various branches of the Armed Forces in support of DTA’s claims for 
deferment or delay of essential employees from military service. Each individual 
case has been effectively handled and action taken on its merits. 

DTA assisted the Lake Carriers’ Association in obtaining through the Selective 
Service System the continued deferment of Great Lakes shipping personnel, even 
during periods of temporary idleness. In this same connection the Bureau of 
Employment Security, United States Department of Labor, through the State 
and local employment offices, cooperated with the Lake Carriers’ Association and 
the Selective Service System in referring deferred seamen to defense industries, 
and reporting the results of this activity to the local boards. This was done 
in order that experienced seamen might be available when shipping resumes. 

As the result of DTA’s activity the intercity bus industry has been included 
on the list of essential activities maintained by the Department of Commerce. 

DTA has worked effectively with the National Mediation Board in labor dis- 
putes involving railroads, and with the Federal Mediation and Conciliation 
Service in other disputes affecting DTA industries. DTA cooperation is based 
upon a showing of the need for resumption of activity in order to maintain trans- 
portation movements. (DTA has no responsibility in the field of labor relations 
per se.) During the period of this report four Wage Stabilization Board cases 
have required DTA’s cooperation in investigation-and certification. 

There are 8 fieldmen of the Bureau of Motor Carriers, ICC, and 28 men of the 
Bureau of Service, ICC, acting as DTA representatives or alternates on the 
regional or area defense mobilization committees. These men assist in fulfilling 
the agency’s manpower responsibilities on regional and local levels. 

DTA has developed a monthly manpower bulletin in digest form covering 
policies, trends, labor-market information, and other related information, and 
has distributed this information to the field staffs of the Bureaus of Service 
and Motor Carriers, ICC, industry associations, labor organizations, and trade 
journals and publications. DTA also distributes periodical statements covering 
timely manpower studies and subjects, and including policies and procedures on 
the following: delay in recall to military service; employment of the physically 
handicapped ; deferment of apprentices; veterans desiring apprentice and other 
on-the-job training; and man-hour losses due to work accidents. 

DTA is represented on the Office of Defense Mobilization’s Manpower Policy 
Committee and the Central Coordinating Committee when subjects are discussed 
or actions taken which affect DTA or the industries for which it is responsible. 

The requirements of the industries under DTA’s jurisdiction for manpower 
include large numbers of highly skilled personnel which authoritative informa- 
tion indicates will become in increasingly short supply. Therefore, planning 
programs must be continued and expanded if manpower is to be available for 
meeting the Nation’s needs adequately in the years ahead. 

In view of the magnitude of the job to be accomplished and the varied and 
fluctuating conditions affecting the manpower situation, the past year’s opera- 
tion of the DTA manpower program shows that it has been well launched, is 
gaining momentum steadily, and as efforts continue results should be even more 
gratifying. 


D. FINANCIAL ASPECTS OF INDUSTRY EXPANSION 


The programs conducted by DTA in this field consist of the processing of 
applications for defense loans under sections 302 and 303 of the Defense Pro 
duction Act of 1950, as amended, and the processing of applications for cer- 
tificates of necessity under subsection (e) of section 124A of the Internal Revenue 
Code, as added by section 216 of the Revenue Act. of 1950. 

At the beginning of the period of this report (specifically the period September 
8, 1951 through September 7, 1952), there were 995 tax-amortization applications 
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pending before DTA in the amount of $917,617,337. During the period 987 addi- 
tional applications in the amount of $1,016,018,790 were received; 1,476 appli- 
cations amounting to $1,707,600,688 were processed during the period with 1,089 
recommended for allowance in whole or in part, 324 recommended for denial, 
and 63 transferred or withdrawn. At the end of the period, there were 506 tax- 
amortization cases pending before DTA representing a value of $226,035,489; 
and 1,289 certificates have been issued by DPA as the result of DTA activity, 
and 690 applications have been denied in whole or in part. 

During the period of this report DTA has received 80 requests for reconsider- 
ation of tax-amortization denials. Forty-six of these requests have been proc- 
essed to DPA, with allowance being recommended in 13 cases and denial being 
sustained in 385 cases. Thirty-four cases are pending before the agency at the 
end of the period. 

During the period of the report DTA has received 79 requests for “letters of 
predetermination” on tax-amortization applications. Seventy-four of these 
applications have been processed. to DPA, leaving five requests pending. 

There were at the beginning of the period of this report 47 applications for 
defense loans pending before DTA in the amount of $19,172,926. During the 
period 26 additional loan applications were received in the amount of $46,819,318. 
Sixty-six applications have been processed during the period of the report, repre- 
senting $23,276,244. Of these, 11 were recommended for allowance, 32 were 
denied by DTA or their denial was recommended to DPA by DTA, 11 were 
subject to partial allowance and partial denial as recommended by DTA, and 12 
were withdrawn by applicants. There remained before DTA at the close of 
the period seven applications for defense loans in the amount of $42,716,000. 
Twenty loans in the amount of $12,181,698 have been certified by DPA, and 14 of 
these certified loans have been granted by RFC, represehting an amount of 
$7,700,580. 

The processing of applications requires cooperation with several other gov- 
ernmental agencies having an interest in the facilities involved. Conferences 
are held and data are reviewed, and in some instances written substantiation 
of material facts is required. Among the cooperating agencies are the Inter- 
state Commerce Commission, the Department of Agriculture, the Munitions 
Board, the Petroleum Administration for Defense, the Department of Defense, 
the Defense Production Administration, and the Reconstruction Finance 
Corporation. 

The degree of effectiveness of the tax-amortization program can be measured 
by the industry expansion of transportation, storage, and port facilities result- 
ing from the incentive of tax-amortization certification. The statistics listed 
below indicate by number and dollar value the types of transportation, storage, 
and port facilities recommended for expansion through the incentive of tax 
amortization during the period of this report. 


Type of equipment Number Dollar value 


Railroads 
Box cars ; i paceal a oa hitinttie units 2, 23 82, 206, 384 
Gondola cars 4 : a: i os . 738 94, 804, 107 
Hopper cars oo wane 20, 50E 2,716, 299 
Refrigerator cars abies bee : do-_- , 686, 892 
Tank cars ‘ , — ‘nities do-_. 8. 4! 917,775 
Other freight cars... -- aa et , ERTIES he ES , 373 b, 244, 632 
Locomotives __... ad 2 , .do 3, 74: 518, 802, 246 
Yards and improvement facilities ‘ ....--applications 3 57, 272, 957 
Miscellaneous facilities.__._- = 57, 447, 076 
Highway transportation: 
Terminals and repair facilities____---- ; a 5 , 344, 744 
Tractors, trailers, and trucks___..__......_._-.- tivo asalasneeee units_- 5; 4, 395, 572 
Inland waterways: 
Tank barges !_- ‘ dl 36 2, 154. 
Tugboat and towboats !__.________- bc and eae . 25, 377, 
Cargo barges !___..._._.-. Saal ated we 32, 648, 
Great Lakes cairiers !_...............-- ar i an : , 005, 
Car floats and car ferries 
Warehousing and storage: 
Liquid storage__.....-- sonia s. 72, 
Grain storage _ _- , caine Sad ...-bushels--. 10, 018, 
Cooler and freezer storage. ___. es sesh cian santana 10, 847 
Flat storage Rees shh ated tie ...--S¢uare feet _- 2, 088, 88 
Port facilities: 
Unloading facilities 
Grain export elevators -- 


' Includes reconversions. 
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The programs carried out by DTA in the field of “financial aids” represent 
the Federal Government’s incentive programs to secure the cooperation of 
industry in accomplishing necessary expansion for defense purposes. In the 
event that required expansion has already been met, or if no expansion were 
required, obviously no further program of this sort on the part of DTA would 
be required. The following program goals are indicative of the continuing 
necessity of inducement for the expansion of transportation, warehousing and 
storage, and port facilities. At the insistence of the Defense Production Admin- 
istration, DTA prepared and filed these expansion goals covering the various 
segments of the transportation, storage, and port industries. These goals were 
in turn approved by the Defense Production Administration’s Office of Require- 
ments. After approval these expansion goals represent the best thinking of the 
highest authorities in the Federal Government as to what is actually required 
in order for the particular industry to be sufficiently prepared to participate in 
the defense program. The figures below include expansion to date as well as 
the goals themselves : 


y Goal as ap- Expansion Percentage 
Name of goal | proved to date completed 


picaniellleascitmapetitininceetaath i—. 


Freight cars 2 Lite ddashincwiedk aabda 436, 000 55.9 
Locomotives ieiniide / 15, 500 49.4 
Miscellaneous railroad terminal] and road facilities - —- 60.7 
Inland waterway vessels 7 an 3, 9 . 36. 0 
Great Lakes ore carriers. __.........-. 16.7 





' Interim goal 


In addition to the foregoing, certain other goals were approved by DPA as 
open-end goals where the types of facilities and portions thereof to be approved 
for accelerated amortization depend upon individual investigations at particular 
locations. These goals are: warehousing and storage facilities; motor terminals 
and repair shops; inland waterway terminal facilities ; and port facilities. 


E., TERRITORIES AND POSSESSIONS 


The authority of DTA was extended to the Territories and possessions of the 
United States by Executive Order 10324, signed by the President on February 
6, 1952. The extension was effected by amendment to Executive Order 10161 
of September 9, 1950, as amended, changing the definition for “domestic trans- 
portation, storage, and port facilities,” so as to include facilities within the 
Territories and possessions, as well as those within the continental United States. 
The same exceptions which apply to DTA’s authority over the domestic trans- 
portation, storage, and port facilities within the continental United States were 
included in Executive Order 10824. 

DTA responsibilities under Executive Order 10324 are twofold: (1) to co- 
ordinate the existing transportation services of the United States and its Ter- 
ritories and possessions in the interest of meeting the requirements of national 
defense and caring for essential civilian needs; and (2) to insure that these 
industries set up appropriate programs for utilizing, maintaining, and expand- 
ing their equipment and facilities so as to be able to assume promptly such 
greater load as may be imposed upon them by the defense production effort. 
Recognition is given the fact that transportation, storage, and port facilities of 
the Territories and possessions must obtain materials essential for maintenance 
and for expansion to meet requirements. 

The Administrator of DTA designated a member of his staff as Special As- 
sistant for Territories and Possessions to direct and supervise agency activities 
ender the extension of authority delegated under Executive Order 10824. A 
team of consultants made a survey of Puerto Rico and the Virgin Islands to 
determine what problems confront the transportation, storage, and port in- 
dustries under DTA’s jurisdiction in those areas. Data were also gathered to 
be used as a basis for long-range defense programs. A similar survey has been 
conducted in the Territory of Hawaii and on the Island of Guam. A survey 
of the Territory of Alaska is presently under way. 

Arrangements were completed whereby requirements of transportation, storage, 
and port industries in the Territories and possessions for controlled materials 
can be quickly processed. DTA has already processed requests for such materials 
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for a warehouse at Mayagiiez, P. R., and for a transit shed at the port of Arecibo, 
the latter to be built by the Puerto Rico Transportation Authority. 


F. ADVANCE MOBILIZATION PLANNING 


After preliminary attempts on the part of the National Security Resources 
Board early in 1948 to secure advice with reference to the preparation of plans 
for the mobilization of the Nation’s domestic transport and storage system in 
the event of war, NSRB in November 1948 established a Transportation Office 
as a means of intensifying advance mobilization planning effort. This new 
unit set up task groups in the fields of air transport, ocean shipping, and domestic 
transport and storage. Organization of these task groups was completed in 
January 1949, and work actively started. The reports of the individual sub- 
groups on railroad transport, street and highway transport, inland-water trans- 
port, warehousing and storage, etc., were submitted during 1949 and consoli- 
dated into an over-all report of recommendations to the National Security Re- 
sources Board by February 1950, well in advance of the Korean outbreak and 
available for use as a guide in setting up DTA when, with the introduction of 
production controls, the need for a temporary mobilization agency in the field 
of domestic transportation became manifest. 

These NSRB task-group reports did not purport to be fully complete in them- 
selves. While many of the lessons learned through experience during World 
War II were pointed up in firm recommendations of policy, organization, and 
procedure, many of the detailed fields requiring further planning were only 
roughly delineated, leaving the future work of development to the task groups 
or successor bodies. Suggestions as to avenues for further study were set forth 
in the task-group recommendations in the hope that active work would be 
taken up to complete the advance preparatory effort if the national situation 
should require it. 

From the outset, DTA has recognized the need for planning against the future 
in the event of a more serious national crisis or all-out war, as well as the need 
for carrying on the day-to-day operating phases of its responsibility for domestic 
transport and storage during the present defense-mobilization period. In its 
program for the preparation of “lay-away” mobilization plans against more 
serious future national emergencies, DTA has provided within the framework 
of each operating division a unit to do advance planning in the particular field. 
Broad responsibility for initiating, supervising, and coordinating such studies is 
vested in the Office of the Executive Assistant, with the understanding that, in 
general, the divisions themselves will develop plans and programs in their 
respective fields, with the division directors assuming the responsibility for the 
readiness of their divisions to meet any future problem which might confront 
them. Such programs include more drastic measures to insure traffic move- 
ment and conservation of transportation services and facilities; the allocation 
or rationing of motor fuels, equipment, and maintenance, repair, and operating 
supplies to end-users in transportation, storage, and port services; measures to 
provide for more effective utilization of warehousing and storage facilities, as 
well as provision of emergency storage facilities; and additional measures for 
port traffic control and coordination. 

Under this plan of operation, existing DTA personnel in the operating divisions, 
when not fully engaged in operational work because of the spread-out mobilization 
timetable, is used for advance mobilization planning purposes under the super- 
vision of those key personne! regularly charged with such responsibilities. [n 
this way, the organization is available for operational purposes on a basis which 
provides flexibility in shifting back and forth from emphasis on operational pro- 
cedures to program planning, as conditions indicate. By using the same indi- 
viduals and the same talents under different direction, the internal organization 
structure of DTA provides for economical movement in either direction, operations 
or advance planning, as the need dictates. 

In addition to its intra-agency mobilization planning activity for traffic move- 
ment, conservation, and allocation and rationing programs under conditions of 
greater emergency, DTA is engaged in advance mobilization planning coopera- 
tively with other agencies of the Government. Active participation in the work 
of the Facilities Protection Board Task Group on Transportation and the Indus- 
try Evaluation Board Task Group on Transportation characterize this type of 
interagency mobilization planning. 

The most recent and perhaps most important example of interagency advance 
mobilization planing is that dealing with transportation during times of civil 
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defense emergency. DTA has participated in activities sponsored by the Office of 
Defense Mobilization covering this field of study. The DTA Administrator 
and other officials of the agency have been active in the conduct of a Task Group 
for Civil Defense Transportation established by the ODM-7 Committee for 
Defense Transportation and Storage. A report on this subject, together with a 
proposed memorandum of agreement as among the interested agencies of the 
Federal Government, was drafted by the task group and submitted to the parent 
body for consideration. Following this activity, the ODM Committee for Defense 
Transportation and Storage established a subcommittee to further pursue advance 
mobilization planning in this field. DTA has been an active participant in the 
activities of this subcommittee, which are continuing at the close of the period 
of this report. 


G. DEMOBILIZATION PLANNING 





The Defense Transport Administration has been ever mindful of its respon- 
sibility to prepare for decontrol and demobilization in the face of an improved 
world situation, just as it has been alert to its responsibility for advance mobili- 
zation planning. cach step taken in the growth of the organization has been 
taken with the knowledge that it will have to be retraced when the need for the 
performance of the control, activity, or function ceases, and the action taken has 
been tempered by that knowledge. DTA has built slowly, conservatively, and 
simply. This has been recognized by the agencies of the President’s household 
and of the Congress, whose duties include an interest in management efficiency 
on the part of agencies of the executive branch. 

The imposition of budget cuts for the fiscal year 1953 have brought about a 
type of introspection and objective self-examination on the part of DTA which 
will serve it in good stead in continuing its place as a well-managed portion 
of the Nation’s over-all defense mobilization activity. In addition to the 
immediate steps which have been taken to adjust the staff of the organization 
and its other expenses in a manner consistent with budget considerations for 
the fiscal year 1953, a formal demobilization study will shortly be launched 
within the agency as a basis for long-range planning in the event that the 
national welfare should require fewer controls and defense production activ- 
ities than those which characterize the present budgetary levels of perform- 
ance. This demobilization study will have as its objective the determination 
of the steps which should be taken by the agency in the removal of restrictions 
and controls, and the discontinuance of mobilization activities no longer needed 
as time goes on, so as to permit such controls to be withdrawn and such activ- 
ities to be discontinued in an orderly and systematic manner consistent with 
the needs of the times. Certain fundamental considerations and assumptions 
for this study have been set up, and a basis for objective self-examination by 
the offices and divisions of the agency has been established, 






H. DEFENSE HISTORY PROGRAM 





The Defense Transport Administration is cooperating in the defense history 
program initiated by the Office of Defense History of the Bureau of the Budget 
at the request of the President. This undertaking, which will record for the 
workers who follow the “how” of the present national mobilization effort in 
each important field of activity, is being conducted within DTA through the 
utilization of time of operating personnel when they are not fully occupied 
with daily operational duties. Skilled guidance is given these emplovees 
through a staff member of the information office and a DTA archives commit- 
tee, consisting of the executive assistant, the general counsel, and the infor- 
mation officer. Not a single employee has been added to the DTA staff to 
meet the President’s request in this instance. 





DTA PROGRAMS AS RELATED TO 





SMALL BUSINESS 








The Defense Transport Administration has kept in close touch with the 
activities of those agencies of the Government which have been successively 
concerned with small business during the progress of the current defense 
mobilization effort. There has been continuing participation in the inter- 
agency advisory activities of such agencies. Government objectives for small 
business have been constantly kept before the staff and operating officials of 
DTA as a result of this liaison. 

Although railroads in general are considered as big business, there are many 
small elass II and III lines which fall into the category of small business. 
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Programs designed to provide and equitably distribute adequate car supply and 
expedite traffic movement inevitably benefit these smaller lines, and close 
cooperation has been maintained with the American Short Line Railroad Asso- 
ciation in order to aid in any specific difficulties encountered by its member 
lines. The very nature of common-carrier railroad service and its availability 
to small business is such that small business is directly and effectively benefited 
by the programs which have been carried out. 

With few exceptions operators in the field of street and highway transportation 
fall within the category of small business, particularly businessmen, salesmen, 
and professional men in the conduct of their businesses. Similarly, the services 
offered by highway transportation are largely those for small business because 
they provide a flexibility of delivery and pick-up services which cannot be offered 
by other means of transportation. As long as DTA is able to discharge its 
obligation to provide adequate services to meet all needs, the needs of this 
segment of small business are and will be completely cared for. There have 
been no specific problems or questions where transportation operators or small- 
business men have had to secure relief in a transportation situation simply on 
the basis that they are small businesses. The field staff of the Interstate 
Commerce Commission representing DTA is active in meeting and understanding 
the problem of small business at the local level. For example, in the case of 
production as related to transportation services, data are being collected by the 
Bureau of Motor Carriers, ICC, for DTA, and care has been taken to see that 
inquiry is being made of a proper cross-section of small- and medium-sized 
businesses as well as of the larger producers and shippers. 

There are approximately 2,700 operators in the inland water transport fleet, 
and over 95 percent of them represent small businesses. In the same connection, 
over 90 percent of the ship repair and building yards may also be classified as 
small business. DTA has given appropriate attention to these small businesses 
as a natural result of its attention to this entire field of domestic transport 
activity. : 

The warehousing and storage industry consists almost entirely of small- 
business interests. This is evidenced by the fact that the cost of the 357 facilities 
constructed under the incentive and assistance programs for all types of ware- 
housing facilities averaged approximately $255,000 per project. Only 10 of these 
projects ran in excess of $1,000,000. Furthermore, none of these facilities 
require in excess of 100 employees in their operation, and it is believed that 
these programs all fall within the usual definition of assistance to small business. 

In the field of port utilization appropriate attention has been given in the 
administration of DTA programs to the problems of the smaller ports. Definite 
attention is given by interagency study groups in this field to the determination 
of methods for keeping the smaller ports “alive” in order to insure their avail- 
ability as alternate ports in the event of enemy acts of warfare on the coastal 
shelves of the continental United States. 

In the fields of equipment and materials, and manpower, identical attention 
is accorded small business as that given to so-called big business in the ad- 
ministration of DTA programs. Under the tax amortization and defense loans 
programs, approximately 90 percent of the applications received by DTA are 
from the warehousing and storage industry, the motor carrier industry, the 
inland waterways industry, and the port industry. These represent small busi- 
ness as defined by the Small Defense Plants Administration. In addition, a 
minor portion of the applications for railroad facilities are filed by small short- 
line railroads. The statistics contained in the tabulation covering tax amortiza- 
tion activity on the part of DTA indicate the amount of expansion inducement 
offered to small business by DTA. 


DTA INDUSTRY ADVISORY COMMITTEES 


During the period of this report there have been no activities involving the 
use of industry advisory committees by DTA. In fact, the Shippers Advisory 
Committee and the Railroad Advisory Committee reported on in the first report 
by DTA to the Joint Committee on Defense Production have not been reconsti- 
tuted since the issuance of Administrative Order DTA-3 under date of April 
21, 1952. These two committees were established under Administrator’s Memo- 
randum No. 4, issued on January 20, 1951, and were terminated with the revoca- 
tion of that memorandum on April 21, 1952. 
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DEFENSE TRANSPORT ADMINISTRATION STAFF to enc 


In the interest of economy and to eliminate duplication of office space and the p 
supervisory personnel wherever possible, DTA, as a matter of policy, makes Admi 
use of the existing facilities of the Interstate Commerce Commission to the ex- butio: 
tent available. Through arrangement and agreement with ICC, DTA is using In 
95 ICC field offices. DTA is also using the departmental services of the ICC in adequ 
Washington to assist in administrative matters pertaining to the joint interest and Great 
dual operation of these two agencies. By reason of this cooperation between harbe 
ICC and DTA, it has not been found necessary under present conditions for ee 
DTA to establish any field offices of its own. Services performed by ICC for ! Ph 
DTA are paid out of an ICC working fund provided by DTA. tinull 

As of September 1, 1952, the Defense Transport Administration staff was dis- for s 
tributed as follows: avail: 
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Working fund, ICC: 
Bureau of Administration 
Dursaw OF Bervice 2. one Se ese 
Bureau of Motor Carriers____ } Ue s2 
Bureau of Water Carriers and Freight Forwarders_________---_- 


Total 


Grama tetel oe 2h eee at eas ee iu dee te 361 


DTA has just completed a reduction-in-force program to adjust its operations 
in a manner consistent with the budget approved for fiscal year 1953. Dr 
eeans vehi eaieetae te ala slit ts oe oa : ; Augt 

MAJOR PROBLEMS CONFRONTING THE DEFENSE TRANSPORT ADMINISTRATION ment 

In the field of railroad transport, the major problem which continues to con past 
front DTA is the allocation of insufficient materials by DPA/NPA to provide repo! 
currently for the necessary expansion of railroad plant in accordance with DTA bure 
quarterly claims, which have been prepared and submitted on the basis of fully with 
documented justifications. DTA’s other programs in the field of railroad trans- rh 
port are necessarily a palliative for a basically unsound situation, and no real 
progress in providing a railroad plant fully adequate to meet mobilization re 
quirements can be made until the problem of adequate material allotment is 
solved, with particular reference to freight cars and rail. In view of this situa- 
tion, the one other basic problem is to prevent any slippage in the effective car 
utilization and traffic movement which have been achieved, and to continue to 
explore ways and means of improving these factors in order to “make do” with 
the available car supply and railroad facilities. Although they cannot be char 
acterized as immediate problems in the technical sense of the word, special 
attention is being given at the moment to matters of car ownership by indi- 
vidual railroads by types of car, and to the handling of less carload traffic. 

In the field of street and highway transport, a severe shortage of petroleum. 
rubber, vehicles, or parts, or lack of a balanced supply of these items, would be 
critical to the ability of DTA to discharge its obligation to provide essential trans- 
portation. Vehicle programs in the past year have been maintained at little 
better than replacement levels because of material shortages and have not taken 
into account needs which would be imposed under mobilization requirements. 
The impact of the steel strike has been so severe that maintenance of even re- 
placement levels of production is doubtful before the second quarter of 195: 
Another major problem is the establishment of claimant agency relations and 
procedures, where they do not presently exist, to permit DTA to pursue its 
claims effectively. The refinery strike in May illustrated the serious need for a 
Petroleum Fuel Requirements Committee. Such a committee will also serve to 
solve collateral problems where it is necessary to have joint action of more than ame 
two agencies. For example, the effective handling of fuel distribution requires In 
the setting of criteria by DTA as to how the fuel available for domestic street III 
and highway transportation shall be distributed. The mechanics of distribution 
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to end users in transportation should be the function of the rationing agency, and 
the practicability of such distribution should stand the review of the Petroleum 
Administration for Defense, the agency responsible for the production and distri- 
bution of fuel. 

In the field of inland water transport there is a continuing problem of securing 
adequate supplies of steel and components in order to achieve progress with the 
Great Lakes construction and conversion program and the barge, towboat, and 
harbor craft construction program. The training and retention of shipyard 
personnel also represent problems of major significance. 

The three major warehousing problems confronting DTA are: (1) The con- 
tinuing evaluation of the requirements of the Government and civilian economy 
for storage, and the availability of such space; (2) by effective use of the 
available incentive and assistance programs to assure that industry provides 
udequate space to meet these requirements; and (3) the perfection of the ad- 
vance plans for the allocation of storage space and the use of alternate facili- 
ties in the event of a serious emergency. 

Authoritative information indicates that industry will experience an increas- 
ing problem in its manpower supply. Manpower requirements of the industries 
under DTA jurisdiction include large numbers of highly skilled personnel. 
Therefore, planning and activity must be continued and expanded if the Nation’s 
transportation needs are to be adequately served in the years ahead. 


DEPARTMENT OF COMMERCE 


THE ASSISTANT SECRETARY OF COMMERCE, 
Washington 25, D. C., September 19, 1952. 
Hon. BurNet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: This is with further reference to your letter of 
August 22, 1952, requesting certain kinds of information concerning the Depart- 
ment of Commerce's operations under the Defense Production Act during the 
past year. This information is being furnished in the form of a departmental 
report consisting of an introductory statement and reports for the individual 
bureaus and offices for the period October 1951—September 1952, particularly 
with respect to the nine points mentioned in your letter. 

This is the complete report of the Department of Commerce. 

Sincerely yours, - 
CLARENCE H. OSTHAGEN, 
Assistant Secretary of Commerce (Administration). 


INTRODUCTION 


This report consists of individual statements of bureaus and offices of the 
Department of Commerce, a personnel summary, and an appendix containing 
copies of delegations of authority to the Secretary of Commerce and his redelega- 
tions of authority for defense programs. The statement of each bureau and office 
is divided into sections, numbered in accordance with the August 22 request of 
the Joint Committee on Defense Production. The arrangement of bureau and 
office statements is in the order of number of Department of Commerce personnel 
engaged in activities under the Defense Production Act, beginning with the 
largest. 

The bulk of the Department of Commerce's activities under the Defense Pro- 
duction Act arises under title I, Priorities and Allocations, and part I of Execu- 
tive Order No. 10161 which delegated to the Secretary of Commerce the Presi- 
dent’s authority in certain areas relating to this title. In turn, the Secretary 
of Commerce delegated substantially all of his authority (except that relating 
to the use of transportation facilities) to the National Production Authority by 
Department Order No. 123. The January 24, 1951, amendment and the June 
29, 1951, Supplement 1 to this order were transmitted to the Joint Committee 
on Defense Production on October 8, 1951. The appendix contains further 
amendments to this order. 

In addition, the Department has received some other authority under title 
III of the Defense Production Act, relating to V-loan guaranties, and under 
Executive Order No. 10219, relating to certain transportation functions, which 
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the Secretary of Commerce did not delegate to the NPA and which are handled 
by officials in the Office of the Secretary of Commerce, principally the Under 
Secretary for Transportation, under Department Order No. 128. The August 
6, 1951, amendment; the September 21, 1951, amendment 1 to Department Order 
No. 128, amended; the March 15, 1951, Supplement No. 1; the June 25, 1951, 
Supplement No. 2; the June 25, 1951, Supplement No. 3; and the September 21, 
1951, Supplement No. 4, revised, were transmitted to the joint committee on 
October 8, 1951. The appendix of this report contains further amendments and 
supplements to this order, and a copy of Department Order No. 137, establishing 
the Defense Air Transportation Administration. 

The personnel summary reveals that, except for the National Production 
Authority and the Office of Field Service, the defense functions of the Depart- 
ment of Commerce require very few people. This is explained by the fact that 
the regular staff of the Department carries out many defense functions along 
with its regular assignments. This is particularly true of the Office of the 
Secretary, where the chief policy-making and administrative activities of the 
Department are carried out. The Office of the Secretary has brought about 
effective coordination of defense activities with regular activities of the Depart- 
ment at the same time it was performing necessary administrative services for 
mobilization agencies of the Department. The Bureau of the Census also is 
an outstanding example of a dual service agency in its performance of statis- 
tical collection, tabulating, and analysis functions for a number of mobilization 
agencies of the Government at a fraction of the cost in money and man-hours 
that would be required by the establishment of statistical processing units in 
each defense mobilization agency. Similarly, personnel of the Maritime Admin- 
istration was used to staff and service the National Shipping Authority, created 
in March 1951 to determine requirements for and make allocations of ocean- 
going merchant shipping, and to plan for the operation of merchant ships in 
the event of all-out hostilities. 

It will also be recalled that practically the entire personnel of the Depart- 
ment’s Office of Industry and Commerce was transferred to the National Produc- 
tion Authority in 1950, and since then has performed functions in connection 
with the mobilization program indentical or closely similar to those in which 
it has been regularly engaged since World War II. 

This extensive use of the Department of Commerce's regular personnel and 
facilities greatly expedited the transformation from an effective peacetime to 
an efficient defense organization. With the passing of the peak of the mobil- 
ization effort a reverse transformation will be similarly facilitated by the exist- 
ence of a nucleus of administrative and planning officials who have maintained 
a satisfactory balance between the mobilization activities of the Department 
and its continuing peacetime activities. 


NATIONAL PRODUCTION AUTHORITY 


AUTHORITY AND RESPONSIBILITY 


The authority from which the National Production Authority derives its powers 
is substantially the same as it was last year. The basic authority under which 
the programs of the National Production Authority are carried out stems from 
the provisions of the Defense Production Act of 1950. Pursuant to this act, the 
President by Executive Order 10161 (dated September 9, 1950) delegated certain 
authority, under titles I, IT, and III of the act, to the Secretary of Commerce who, 
in turn, by Department of Commerce Order 123 (dated September 11, 1950), 
created the National Production Authority to discharge most of his responsibili- 
ties under Executive Order 10161. Because of their relation to the defense 
program, the new agency was also charged with the Secretary’s responsibilities 
under the Rubber Act of 1948, as amended. Subsequently, on January 3, 1951, 
certain of the Authority’s programing functions were transferred to the Defense 
Production Administration through Executive Order 10200. 

As of September 1, 1952, the authority under which the National Production 
Authority performs its functions was derived from the following: Defense Pro- 
duction Act of 1950, as amended (Public Law 774, 8ist Cong.; Public Law 96, 
82d Cong.;: Public Law 429, 82d Cong.) ; Executive Order 10161 (15 F. R. 6105) : 
Executive Order 10200 (16 F. R. 61): Executive Order 10281 (16 F. R. 8789); 
Defense Production Administration Delegation No. 1, as amended (16 F. R. 
738; 16 F. R. 4594, 11245); NPA Organizational Statement No. 1 (17 F. R. 
4305) ; Rubber Act of 1948, as amended (62 Stat. 101, 50 U. S. C. App. Supp. 
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1921) ; Executive Order 9942 (13 F. R. 1823); and Defense Production Admin- 
istration Order 1 (16 F. R. 4913, 11088; 17 F. R. 899). 


CHANNELING OF PRODUCTION RESOURCES 


The basic policies underlying the operations of the Authority during the period 
under review were to meet defense requirements in full; to provide for expanded 
requirements for direct defense-supporting programs and important industrial 
production areas; and, after these needs were met, to assure that the remaining 
supply of materials and products was distributed equitably for nondefense uses. 

During the 2 years since Korea NPA has helped industry to channel the Nation's 
resources into production programs which will make this country ready to 
combat military aggression. This has been accomplished by issuing allotments 
of scarce materials, priorities for military products, directions for special 
action and control orders. Illustrative of the effectiveness of these operations 
is the trend in production of individual industries since Korea. Plants producing 
aircraft, tanks, and ammunition increased their production by nearly three times 
since the fourth quarter 1950. Plants producing components and production 
equipment also increased their rates, although they did not show as rapid accel- 
eration since they were operating at a relatively high level. Strictly consumer- 
goods industries, which were not needed for defense purposes, reduced their 
output, as the result of diversion of materials and of a recession in demand. 


SHIPMENTS-METALWORKING INDUSTRIES 
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Priorities and directive assistance to assure adequate support of military, atomic- 
energy, and. defense-supporting programs 


Priorities assistance—The elements of the priorities system were developed 
during the first year of the operation of NPA, but have continued to be used 
during the period of this report. The various steps involved in the develop- 
nent are reviewed in the following paragraphs: 

As the result of the preparations which were made by the Department of Com- 
merce and other agencies (such as the Department of Defense and Atomic 
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Energy Commission) during the summer of 1950, it was possible to start actions 
tending to divert the productive resources of the Nation into mobilization chan- 
nels within 3 weeks after the establishment of the National Production Authority. 

On October 3 1950, a broad priorities system was established by the National 
Production Authority, under the Defense Production Act, to assure priority in 
the production of goods and services for defense orders (DO). At the outset, 
rating assistance was made applicable to direct-defense and atomic-energy pro- 
curement. The system established a single rating band with no degree of prefer- 
ence within the band. These ratings were-to be authorized by the procurement 
services of the Defense Department and the Atomic Energy Commission. 

The system provided for the rating of any material or product under the juris- 
diction of the NPA, including production materials, production equipment, and 
materials required for maintenance, repair, and operating supplies. However, 
the extendability of the ratings received by a producer of a given material or 
product was limited to those materials and to such quantities as were required 
for delivery on the particular defense order or which were to be physically incor- 
porated into the product, including containers. These ratings could also be used 
for replacement in inventory of the materials delivered or incorporated for de- 
livery on rated orders. 

The priorities system, as originally issued, provided for extension of ratings 
for production materials and provided for specific authorization for the use of 
ratings for production equipment and other capital additions. Similarly, mate 
rials required for maintenance, repair, and operating supplies also required an 
authorization if ratings were desired. With the widening out of subcontracting 
for the defense program and the increasing demands of defense orders served 
on all types of business enterprises, it was decided to take an action smiliar to 
that taken in World War IT; namely, to issue a regulation which would establish 
quotas for maintenance, repair, and operating supplies within which dollar 
quotas, industry, in general, could self-authorize the use of ratings to obtain 
such materials. This authority was issued as NPA Regulation 4 on February 27, 
1951. 

The priorities system in general has been modified in only two major respects. 
Experience with the special directives referred to above demonstrated the desir- 
ability of establishing an emergency rating. This was provided as the DX rating 
which was to be confined to extreme emergency use in that sense was comparable 
to the directives as formerly used. It had the advantage of being extend- 
able throughout the chain of production materials required to effect the par- 
ticular delivery in question. The other major change was the establishment 
of a precedence in the delivery or performance dates in section 15 of NPA 
Regulation 2 for DO-rated orders bearing the program identifications A, B, C, 
or E, followed by a digit. These are the program identification symbols of the 
major defense programs and the Atomic Energy Commission. It provided that 
in the event that a supplier could not fill on schedule all his DO-rated orders, he 
must give precedence over any other rated orders to orders bearing the above 
identifications. 

Directives assistance.—In the fall of 1951 it became evident that special 
measures should be taken to assure the proper flow of B-products and B-product 
components to essential military and atomic-energy production and construc- 
tion programs. To this end new procedures established to cgpe with this prob- 
lem were announced on December 10, 1951. The steps to be taken and the basic 
principles to be followed were: 

1. Preferential status for those authorized controlled materials (ACM) orders 
which bear the symbols A-E was to be preserved, and this preference was to be 
extended to manufacturers of machine tools and related equipment. 

2. Directives were to be freely issued by NPA when needed to supplement this 
preference in instances where orders could not be placed without directives. 

3. Directives were also to be issued to insure placement of ACM orders of 
producers of components and equipment which could be identified as required 
for military or AEC or machine-tools programs, even though not included in an 
automatic preference class. 

4. Vigorous enforcement of section 15.(d) of NPA Regulation 2 relating to 
precedence in delivery or performance dates for military or atomic-energy rated 
orders was to be instituted so that preferential status for deliveries would be 
assured on components and products to be provided for preferred programs in 
the event of conflict with nonpreferred programs. 
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5. Directives were to be freely issued to compel acceptance of military, AEC, 
and machine-tool program orders for B products where acceptance could not 
otherwise be promptly obtained. 

6. Special units were to be set up in all NPA divisions having responsibility 
for B-product components to insure prompt action in processing requests for 
assistance in expediting and scheduling preferred programs mentioned above 
and for key defense plants expansions. 

7. Special procedures were to be provided for a few selected companies whose 
production is primarily devoted to preferred programs. These procedures would 
permit authorized companies to utilize separate identification symbols to obtain 
all requirements, including components and controlled materials, on a preferred 
pasis without necessity of precise identification in particular programs. First 
authorizations were to be extended to selected manufacturers of aircraft com- 
ponents. 

8. Basic allotments of controlled materials to component manufacturers were 
to be increased, where necessary. 

9. Reports were to be required supplementary to CMP-4C applications, to 
permit estimates of the requirements of new and current construction projects 
for components and equipment which are also required by military end product 
programs. Where necessary, construction projects were to be deferred or phased 
to insure needed deliveries of such items to military programs. 

10. All of the foregoing steps were to be governed by the following principles: 

(a) Where interference or displacement cannot be avoided, nondefense produc- 
tion will give way to defense production. 

(b) Military and essential industrial expansion will be given preference over 
other types of construction. 

(c) Defense Department will be asked to furnish a “relative urgency” list, to 
guide choices between competing military programs. 

(d) Where possible, placement of orders and expediting assistance will be 
accomplished without interference with other programs through maximum 
utilization of all available facilities. 

The carrying out of this program called for the establishment of operating 
units in the three controlled materials divisions in the Metals and Minerals 
Bureau, to give special attention and priority treatment to placing orders for 
controlled materials and to get delivery of controlled materials, where required, 
to prevent failure to deliver a product to the military on schedule. The estab- 
lishment of such operating units, together with the appropriate form to be used 
for this purpose, was announced by press release on December 3, 1951. 

In addition to setting up the above procedure for controlled materials, sched- 
uling and expediting units were established in the industry divisions responsible 
for B-product production, headed by divisional coordinators of scheduling and 
expediting. The function of these units was, and is, to assure that cases involving 
actual or threatened shortages which might delay essential programs were given 
the maximum possibie prompt and effective attention. The establishment of 
these units in the several divisions has materially aided in the handling of cases 
requiring expediting action. It has provided effective control and a follow-up 
on such cases. It has also provided a focal point with which the Priorities and 
Directives Division and other divisions and offices of NPA and other agencies 
can deal with the processing of special assistance requests. 

Inventory control 


It was believed preferable to move into inventory controls slowly and impose 
the general requirements of limiting orders and receipts on the major production 
materials rather than imposing inventory control acros: the entire economy. 

Accordingly, NPA Regulation 1 (inventory-control regulation) was prepared 


and issued September 18, 1950. It imposed the restriction on ordering, delivery, 
and receipts only on the production materials listed in the regulation. Included 
were some building materials, certain major chemicals, forest products, iron and 
steel and nonferrous metals and minerals, rubber and a few textile materials 
expected to be in short supply for the defense effort, such as high-tenacity rayon 
yarn, and nylon. The general restrictions of the control limited receipts so that 
resulting inventories would not exceed practical minimum working levels, meaning 
“the smallest quantity of material from which a person can reasonably meet his 
deliveries or supply his services on the basis of his currently scheduled method 
and rate of operation.” 

It was recognized that the general provisions of NPA Regulation 1 would not 
meet all the specific needs for particular materials and, therefore, as material 
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orders were issued, the more restrictive provisions or special provisions relating 
to ordering and receipts were incorporated in the individual orders, 


Allocation of critical materials 


Based on estimates received from the Department of Defense and the Atomic 
Energy Commission, there were clear indications that, in some areas, direct 
defense requirements would be so heavy as to disrupt even defense-supporting 
activities, unless the distribution and use of these extremely scarce materials 
were placed under complete allocation. This would enable the NPA to screen all 
applications and to divide up the available supply to maximum advantage for 
the defense program without too seriously disrupting the defense-supporting 
economy. In some instances the military requirements exceeded the total sup- 
ply. In other instances, such as synthetic rubber, it was essential to allocate 
this product to assure equitable distribution throughout the entire economy. 

In the administering of these allocation controls, the operating divisions 
established division requirements committees on which the several claimants, 
including the Department of Defense and the Atomic Energy Commission, are 
represented and consulted with reference to the proposed distribution of these 
key bottleneck items. Only approximately 30 materials were subjected to this 
type of control. Ten chemicals were placed under complete allocation, in addition 
to the synthetic rubber referred to earlier. Of these only two methylene chlo- 
ride and thiokol, are still under control. It was also determined initially neces- 
sary to allocate cattle hides, calfskins, and kips. Similar action was taken in the 
case of 18 nonferrous metals: tin, zinc, lead, selenium; and the 14 alloying mate- 
rials: boron, calcium, chromium, cobalt, columbium, manganese, molybdenum, 
nickel, silicon, tantalum, titanium, tungsten, vanadium, and zirconium. These, 
along with similar controls for artificial graphite, carbon electrodes, and natural 
and synthetic cryolite represent the total to date. 


Programing functions of NPA 


While the Defense Production Administration has the major responsibility 
for central programing of levels of output or activity in the principal sectors 
of the national economy, NPA must of necessity develop programs for nearly a 
thousand individual products for which materials are to be allotted under CMP. 
This responsibility is not restricted to purely civilian type products, for NPA 
must claim for the materials of common components that are used both in the 
production of military production and in the production of civilian products. 
Thus, this agency in its planning and programing activities plays an important 
part in supporting and insuring military production. Furthermore, the NPA 
must not only look at the military programs but must gear the level of output 
of industrial goods into the build-up of the expansion programs such as the 
electric power programs by providing for sufficient production of turbines and 
engines. In certain instances, where long-lead-time items are involved the pro- 
graming operations are carried out not only through means of material alloca- 
tions but also by means of scheduling of production and its distribution by means 
of order boards. 

In the case of strictly consumer-type items, the programing operations must be 
accomplished within the material allocations provided by DPA for consumer 
goods. While an over-all limitation was thus placed upon the amount of mate- 
rials which consumer goods producers could receive, it was possible to maximize 
production by the proper substitution of the less critical materials for the more 
critical metals. 

In the programing operations NPA has throughout its existence been dominated 
by the policy that military requirements for those products under its jurisdiction 
must be met at all times. 

The Controlled Materials Plan in operation 


In the initial phases of the defense mobilization effort, a simple priority 
identification was sufficient to assure needed materials for defense. It soon 
became apparent, however, that with a greatly enlarged military program a 
priority system alone would be wholly inadequate to provide an orderly distri- 
bution of basic materials and hence of components and end products among 
defense and civilian producers. Adoption of the Controlled Materials Plan which 
had been thoroughly demonstrated during World War II as the best method to 
achieve this objective was decided upon as the most logical solution. The 
flexibility of CMP has proved to be particularly suited to today’s dual economy. 

The Controlled Materials Plan was put into operation for the third quarter 
of 1951. In this initial phase CMP was introduced on an open-end basis. 
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That is, its application was not universal, since producers of designated civilian- 
type items of relatively low essentiality were allowed to purchase controlled 
materials without allotment authority. The tightening of the controlled ma- 
terials supply-demand situation during the summer of 1951, largely due to the 
increasing metal requirements for military production, dictated the policy de- 
cision to close CMP beginning with the fourth quarter of 1951. 

During the course of the vear a variety of actions were taken providing for 
modifications in the Controlled Materials Plan which were designed to (1) 
streamline the plan by establishing the necessary procedures to eliminate opera- 
tional problems which had arisen, and in general to assure a much smoother 
and more effective operation of CMP; (2) implement new policy decisions 
brought about by emergency situations and economic changes; and (3) simplify 
the operation of CMP so as to enable NPA to discharge its responsibilities under 
the Defense Production Act with a curtailed budget and personnel during the 
current fiscal vear. 

Balancing supply and demand.—The issuance of direction 7 to CMP Regula- 
tion No. 1 on October 1, 1951, cleared the industrial system of the purchase order 
authority carried over from previous actions of the NPA. This direction reduced 
authorized purchase authority on the controlled material suppliers to the level 
of the allotment authority issued under the quantitative procedures of the Con- 
trolled Materials Plan, and laid the basis for bringing supply and demand into 
balance. 

The production directive system has had sufficient time to make itself ef- 
fective in shifting the pattern of mill output in terms of individual shapes and 
forms to meet the authorized controlled material orders placed by CMP con- 
sumers under the authority of their allotments. By directing the mills in 
advance to produce specified tonnages of particular controlled material products, 
it has been possible to do a much better job in matching the supply of particular 
shapes and forms with the authorized controlled materials orders placed for these 
products by CMP consumers. 

The combination of the foregoing developments, which resulted in a CMP 
operation of genuine effectiveness, in turn had two important psychological 
effects. With CMP consumers having reasonable assurance of their ability to 
cash tickets, the placement of purchase orders now occurs on a more orderly 
basis in contrast to the previous wild scramble to achieve mill acceptance at the 
earliest possible moment. Similarly, the assurance of future*delivery of accepted 
tonnages now permits industrial consumers to reduce inventories to minimum 
practicable levels and removes the incentive for assuring unbroken operations in 
the future by pressing against established inventory ceilings. 

The B product component problem.—lIn view of the fact that the production 
levels for B product components are determined on the basis of anticipated 
demand by the producers of such products, serious problems were presented with 
respect to assuring timely and adequate supplies of such components for meeting 
defense needs. Therefore, as soon as the controlled materials plan was fune- 
tioning effectively, full attention was directed to the problem of B product com- 
ponents. In this connection close cooperation has been maintained with the 
Department of Defense and the Atomic Energy Commission, as well as with other 
claimants, in an endeavor to develop procedures which would improve the supply 
of B product components for their programs. Only the most pertinent can be 
described here, 

Allotment levels, and consequently production levels, for common components 
were raised substantially for the first quarter of 1952. This basic approach to 
the problem was continued in subsequent quarters. 

The CMP-4B application form for the second quarter 1952 and subsequent 
quarters was revised to permit B product manufacturers to show separately their 
material requirements for military, atomic energy, and machine-tool programs. 
The rules relating to the processing of these applications by the NPA Industry 
Divisions were changed so as to strengthen the assurance that the materials for 
these programs would be allotted on the basis of 100 percent of screened require- 
ments. The screening of the applicant’s requirements was accomplished in 
accordance with rules concurred in by the Department of Defense. 

A new universally extendable rating symbol, DX, described above, was estab- 
lished September 13, 1951, as a device for providing superpriority to insure a flow 
of production materials (other than controlled materials) for military programs 
in difficulty. This superrating permits the expediting of deliveries where needed 
without the use of directive action. On the same date, provisions were made to 
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apply preferential delivery status to military and atomic energy delivery orders ; 
and in December this was extended to machine tools. 

On April 16, 1952, a list of B products used almost exclusively in aircraft pro- 
duction was published with the concurrence of the Munitions Board, the Air- 
craft Production Resources Agency, and the Defense Production Administration. 
This list represents the special aircraft B products upon which the military 
aircraft schedules depend heavily. These B products are readily identifiable 
by manufacturers and the production requirements for them can be isolated 
for special handling by the producers. Beginning with the fourth quarter of 
1952 allotments for the production of these so-called APRA B Products will be 
issued by the Aircraft Production Resources Agency at Wright-Patterson Field, 
Dayton, Ohio, which will enable APRA to relate the production of these com- 
ponents to its military aircraft schedules. The Official CMP Class B Product 
List for the Fourth Quarter of 1952 contained a separate listing of these air- 
craft components. 

Steps taken to alleviate the impact of the steel strike on defense production.— 
Immediately subsequent to the start of the steel strike (June 2, 1952), a number 
of directions were issued under the appropriate NPA orders to insure that the 
dwindling supplies of available steel would be available for the defense programs 
during the strike and until production again filled the pipeline of supply. On 
July 28, the Administrator of DPA and NPA issued the following statement: 

“Under its mandate from Congress to use priorities and allocations to promote 
the national defense, DPA-NPA will take all reasonable steps possible to restore 
full-scale production for military production and atomic energy production 
schedules which have suffered losses because of the strike. They will also 
protect those military schedules which have not yet suffered but are threatened 
with shutdowns or reduced rates of operation because inventories are nearing 
exhaustion. They will also do anything they can to restore the ability of pro- 
ducers for military and atomic energy programs to regain in the shortest possible 
time, any ground that has been lost or will be lost because of the strike. In 
brief, our primary objective will be to minimize the impact of the strike on the 
creation of an adequate defense force, in being, according to present schedules.” 

Among the many regulations and directions issued, one of the most important 
(M-6A, Direction 3, July 28) provided for the maintenance of a flow of steel 
products to military contractors who ordinarily obtain their requirements from 
warehouse stocks; ‘it also assured small business a portion of the available 
warehouse stocks and provided, where possible, both small and larger steel 
consumers with steel, in addition it limited the quantity of steel available to 
any one customer in order to spread new steel supplies. 

Secondly, Direction 15 te CMP Regulation No. 1 was issued July 29 providing 
that all scheduled second quarter and all third quarter military, atomic energy, 
and machine-tool orders (bearing the allotment symbol A, B, C, E, Z-2, or B—5) 
for steel must be filled by November 30 and that, if any conflict developed, the 
mills must defer nonmilitary orders. 

With the resumption of steel production, the necessary steps were taken to 
implement the policy decision to “maintain the CMP pattern essentially as it 
was on June 2, with a minimum of disruption to mill schedules,” and “that the 
application of special assistance measures would be limited to military and atomic 
energy programs, the vital machine-tool program, and the delivery of tin plate 
for cans needed to save perishable foods.” 

Simplification of the allotment procedure.—During August 1952, actions were 
taken to (1) simplify the self-authorization regulations for small users ( Direc- 
tion 17), and (2) substantially reduce the number of first quarter CMP 4B 
applications that would be submitted to NPA by establishing an automatic 
allotment procedure (Direction 18). The latter action, which it is anticipated 
will effectuate a reduction of approximately 10,000 applications, was necessitated 
in order to enable NPA to perform its major function under the Defense Pro- 
duction Act within the limited budget and personnel available to it for the 
current fiscal vear. 

In the accompanying charts, the effect of CMP programing of copper, steel, 
and aluminum is shown for major areas under NPA responsibility. The ability 
to substitute one metal for another or eliminate it entirely is revealed by the 
shifts in allotments from the pre-Korean levels. For example, approximately 
the same amount of steel (on the basis of quarterly rates) was allotted to the 
nonmilitary construction and building materials area during the first three 
quarters of 1952 as was consumed during the first half of 1950. In contrast only 
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"Ss two-thirds of the copper was allocated and less than 50 percent of the pre- 

Korean aluminum consumption. In the case of those important defense-support- 
ro- ing areas such as railroad equipment and machinery and components, the allot- 
ir- ments of steel exceeded the pre-Korean base by a considerable amount. 
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CMP ALLOCATIONS — CARBON STEEL 
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CMP ALLOCATIONS — ALUMIUM 
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BREAKING THE MACHINE-TOOL BOTTLENECK 


Because of their strategic importance in the production process, the availability 
of machine tools has been under constant surveillance by the Authority. Dur- 
ing the spring of 1951 officials in the mobilization agencies began to realize that 
their previous expectations that there would be few serious bottlenecks in the 
number and availability of machine tools during this emergency were erroneous. 
Perhaps the basic fallacy, looking backward, was the failure to realize that the 
shift from reciprocating engines to jet engines in airplanes required almost a 
complete change in the type of machine tool needed by the builder of airplane 
engines. The tools of World War II are obsolete for many of the purposes for 
which tools are needed in this emergency. The tremendous inventive strides 
in the production of the end items required comparable changes in the production 
of the machine-tool builders. New machine tools had to be designed for new 
weapons. This required engineering time in the plant of the machine-tool 
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builder. Aggravating this change, moreover, was the disorganization of the 
industry which followed the war when lack of new orders resulted in the laying 
off of supervisory and productive manpower. Even at the beginning of the past 
year, capacity operations were not at peak levels and employee training progranis 
were still necessary. 

To meet and break this bottleneck, the Authority took positive steps to initiate 
allocations and spot assistance programs to assure the maximum production 
of machine tools of the most needed types, and to assure that the stockpile of 
tools in Government and private hands was directed to those plants with the 
greatest urgency. The effectiveness of these actions is shown by the fact 
that during fiscal year 1952 the average backlog of machine-tool orders was 
reduced by one-third, from 21 to 13 months, and production is expected to con- 
tinue to eat into the current backlog at faster and faster rates. During this 
period, shipments of machine tools doubled, employment in the industry in- 
creased by approximately 10 percent, and unfilled orders, after increasing slightly 
during the period, were reduced to about the same level as mid-1951. 


MACHINE TOOLS BACKLOG 
Months 


ws2 


Allocation of materials to machine tool builders.—In the Authority's report 
covering its first year’s operation, mention was made of the organization of a 
program, in cooperation with the General Services Administration, for placing 
pool orders with machine tool builders. Up to the present time, pool orders have 
been placed with machine-tool builders totaling $1.3 billion. This has helped to 
elevate the machine-tool industry to its present capacity. Otherwise, it would 
have been a physical impossibility for the industry to build up their inventories, 
increase personnel, and buy new facilities without positive assurance that the 
machines would be partially paid for when produced. 

In addition to providing top priority to rated orders for materials needed by 
machine-tool builders, spot assistance has been given to assist in expanding pro- 
duction of components in the manufacture of machine tools. 

Right two-man teams of production engineers visited contractors’ plants and 
recommended substitutions and improvised methods of production in order to 
relieve bottlenecks while the critical machine tools were being produced. 

Allocation of machine tools —To assure that military end items and com- 
ponents would receive production assistance in accordance with their relative 
importance in the defense effort, the Joint Chiefs of Staff in January 1952 issued 
a master urgency list establishing priorities for a selected list of items. Using 
this list as a guide, the Munitions Board and NPA developed a numerical prefer- 
ence list for use in scheduling deliveries of metal-working equipment under NPA 
Order M-41, as amended. This list contains in numerical preference order the 
prime contractors and subcontractors producing the items covered by the master 
urgency list. Machine-tool producers in scheduling their monthly deliveries are 
required to allocate the military portion to component and end item producers in 
accordance with this listing. 

Recovery of existing machine tools—At the start of the Korean emergency, 
approximately 100,000 Government-owned machine tools were in warehouses in 
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about 50 locations. These were machine tools that had been returned to the 
Government at the close of World War Il. In order to place these tools in pro- 
duction where they were critically needed, a central inventory was established 
and a thorough screening was made of the condition and potential use of each 
machine. 

Approximately 62,000 Government-owned machine tools have been placed in 
defense production plants and are now performing a valuable service in this 
emergency. The Authority assumed full responsibility for this program on May 
15, 1952; since that time over 2,200 tools have been allocated to industry. These 
represent a replacement cost of approximately $30 million. 

Once again it is pointed out that the different type of production demands has 
made it impossible to utilize many of these machine tools left over from the war. 
Nevertheless, the number which have been put into operation have served a very 
useful purpose. 

On January 15, 1952, an agreement was signed by the Administrator, covering 
the recapture of machine tools in the hands of educational institutions. To date, 
the Institutional Allocation Board has allocated 789 units, at a cost to the Gov- 
ernment of slightly over $150,000. The approximate replacement cost in today’s 
economy would be $3.5 million. 

Present status—The machine-tool industry has now reached a point where 
many manufacturers are in need of orders and have already reduced their pro- 
ductive capacity due to a reduction in backlog of orders. Of the approximately 
350 machine-tool builders, 100 producers of short lead time machine tools are 
reducing their operations and approximately 200 are barely holding their own 
and are expected to be in need of additional business within 6 months. Ap- 
proximately 50 manufacturers are still manufacturing items critically needed 
for the defense program, some of which have a backlog of orders of 1 year or 
more. Any rapid acceleration of machine-tool production in the future, how- 
ever, requires that measures be taken immediately to maintain facilities and 
personnel, if necessary on a stand-by basis. 


Conservation 


It developed early in the expansion of the defense program that further con- 
trols would be required to effect conservation of certain materials or products 
where the defense requirements or stockpile requirements, or both, represented 
a serious impact on total supply. Accordingly, where these conditions pre- 
vailed, in addition to the general-use restrictions applicable to particular mate- 
rials substitution of less scarce materials wherever possible was also required. 
In other instances, specification controls were developed, as in the case of rubber 
controls, where across the entire range of rubber products specific limitations 
were placed on the use of natural rubber varying as required to meet the technical 
problems involved. By such action natural rubber was freed for stockpile 
acquisition. 

To effect necessary conservation of tin, controls were established comparable 
to those in effect in World War II. The tin order, M-8, as amended, January 
27, 1951, specified the uses and the percentage of tin within the permitted uses, 
for example, solder, babbitt, bronze, etc. Parallel actions were taken with ref- 
erence to tine plate and terneplate, M—24, on January 27, 1951; cans, M-—25, Jan- 
uary 27, 1951, which reduced tin coatings wherever possible and practicable: 
tin plate closures, M—26, January 27, 1951, same action; and collapsible tubes, 
M-27, January 27, 1951, likewise limiting the use of tin by specification controls 
in this area. 

Since October 1, 1951, limitations and restrictions on the variety, number, 
and use of several materials and products were instivuted in the interest of 
conservation of critical materials. Included among these materials and products 
were aircraft quality alloy steel products, deliveries of which were limited to 
use in aircraft guided missiles, or airborne equipment for atomic-energy pro- 
grams; storage batteries, which were limited to specific sizes and types to con- 
serve critically short lead supplies; copper, in electric lighting fixtures which 
were restricted for specific functional parts; and limitations on acceptance of 
orders for light-gage steel plates on wide plate mills. 

In almost every important program area, conservation measures were sug- 
gested to industry by the pertinent NPA industry division. For example, in the 
field of scientific and technical instruments and equipment, the technical per 
sonnel of the Authority made countless visits to the plants throughout the 
industry and were responsible for inducing a savings of critical materials by 
means of (1) redesigning of the end product or the productive equipment from 
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which it was made, (2) suggesting the use of substitute materials where this 
was feasible, and (3) making industry generally aware of the need for utmost 
diligence in recovery of scrap, filings, ete. Instruments which were redesigned 
include: watt-hour meters, redesigned to use less copper; recorder-controllers ; 
and surgical and other professional equipment. 


Relaxation of orders and regulations 


The guiding objective in determining the time and extent of control relaxation 
is to see that the civilian sector of the economy is maintained in as healthy a 
condition as possible within limitations imposed by requirements of the security 
program. In light of the strategic shifts in security programs, the potential 
impact of unforeseen international contingencies and the dynamic character of 
the American economy the steps taken in this direction require the most careful 
balancing of relevant contingencies. 7 

While a balance between supply of and demand for basic materials is attained 
in terms of the steel, copper, and aluminum by means of the Controlled Materials 
Plan, secondary control programs relating to other materials—textiles, chemicals, 
lumber and finished and semilinished products among others—are maintained 
through the Authority’s system of orders and regulations. Orders of this type 
set forth specific rules for placing, accepting, and scheduling of defense orders 
for the particular material or product. These orders and regulations also may 
provide for reporting and record requirements, and inventory restrictions. In 
all cases they also provide for means of obtaining adjustment or exceptions. 

As of September 1 a total of 109 material (M) orders and 14 regulations had 
been issued since the beginning of the program, but only 68 orders were still 
operative. 

In the period ahead, it will be of paramount importance to evaluate con- 
tinually the need for each part of the priority and allocation mechanism. For 
this purpose NPA has set up a procedure under which all orders related to the 
distribution of materials, components, and end items, for example, are reviewed 
periodically to determine the extent to which relaxation should be undertaken, 
or whether repeal is appropriate. Strategic in the conclusion reached for each 
item, of course, is the current and projected demand-supply relationship. But 
other considerations are taken into account, including: whether the benefits 
achieved by a maintenance of the priority or allocation order are worth the effort ; 
the degree of disruption incurred in the economy by reason of the shortage; the 
need for supporting military and atomic-energy programs ; the protection of small 
business ; whether necessary regulation can be secured by simpler methods; and 
similar factors. 

In line with NPA policy to decontrol as rapidly as the production situation 
allows, controls have been relaxed or revoked in increasing number as supplies 
of materials become more abundant and expansion and stockpile goals are met. 
As expected, few new controls have been invoked during the latter part of the 
fiscal year and this may be expected to continue unless a worsening of the supply 
situation occurs. 

Wherever practical the restrictions imposed by the orders have been liberalized 
to permit increased use of materials in nondefense production. A typical exam- 
ple is M-2, Rubber. Manufacturing specifications relating to the ratio of 
natural to synthetic rubber have been abolished; unlimited consumption is now 
permitted and exclusive Government importation of natural rubber expired on 
June 30, 1952, returning purchasing to private hands. 


COMPLIANCE AND ENFORCEMENT ACTIVITIES 
Compliance 

By October 1951, there were two principal categories of compliance activities. 
The first consisted of cases arising from violations of M orders and NPA regula- 
Tions relating to priorities, inventories, ete., and the second included cases arising 
from violations of CMP regulations. 

Since there is no pattern of discernible similarity in cases in the first category, 
each case requires individual handling and although general policy and proce- 
dural limitations apply, the approach, the method of development, and the 
manner of disposition are governed by the circumstances in each instance, The 
source of cases of this type is almost invariably a specific complaint from an 
NPA industry division, another Government agency, or a private individual or 
industrial concern. Compliance activities in connection with cases of this nature 
have varied little. The policy has been to follow a common-sense, temperate 
approach to indicated violations with the primary purpose of obtaining com- 
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pliance rather than developing cases for enforcement action. Harassment of 
industry is at a minimum under this policy, and a greater degree of genuine 
compliance results because of the greater concentration on preventive activities. 

A somewhat different situation exists with respect to the second category of 
compliance activities. While the same general policy has been followed insofar 
as disposition of cases is concerned, the approach to the compliance problem 
presented by the Controlled Materials Plan is necessarily different. The nature 
and manner of application of CMP regulations is such that violations are not 
usually reported from industry sources but must be brought to light by means of a 
positive program. To this end, a program of continuing audits of consumers of 
controlled materials was developed. The first phase of the program was a pre- 
liminary audit which began as soon as CMP became effective and which had as 
its primary purpose the education of consumers as to the requirements of 
CMP. 

Beginning with the fourth quarter of 1951, however, the audit program was 
made more exacting and the individual audits became more detailed and 
thorough. 

In addition to their use for compliance purposes, the reports of these audits 
were analyzed and summaries prepared for use in the evaluation of future 
requests for allotments from the companies involved. 

Emphasis has been placed from time to time on ascertaining the degree of 
compliance with particular provisions of the regulations. For example, a special 
survey of inventories of controlled materials was begun in December 1951, and 
the result was a generally increased awareness of inventory limitations there- 
after on the part of industry. Most recently, in August 1952, special emphasis 
was placed on checking the possible tendency on the part of steel consumers to 
overorder in an effort to rebuild inventories quickly at the expense of other 
consumers whose inventories were also depleted during the steel stoppage. 

Throughout this entire period the manner in which compliance activities have 
been conducted has been determined not only by the desire to obtain the highest 
possible degree of compliance with NPA orders and regulations but also by 
concern for avoiding undue harassment and interference with normal industrial 
operations which might detract from the defense production program. The 
success of this program will depend in large measure on an effective and equitable 
distribution of materials in critical supply and it is believed that the compliance 
activities of NPA have substantially assisted in accomplishing this result. 
Enforcement 

It was apparent from the outset that as the defense mobilization program got 
into high gear material shortages would serve as an inducement to a few to 
attempt to cash in on the shortages created by the diversion of materials to 
defense and defense-supporting industries. Experience in World War II indi- 
cated the need for the development of procedures to insure that these few be 
brought to book as rapidly and effectively as possible. Although the Defense 
Production Act contained provisions for specific criminal and injunctive sanc- 
tions for violations of the act, and orders and regulations issued pursuant to it, 
the time consumed in effecting these remedies pointed to the need for an admin- 
istrative or quasi-judicial procedure which would enable charges to be brought 
against violators, and which would result, after a proper hearing, in the entry 
of an order limiting their right of access to critical materials. Patterned to a 
considerable degree on the procedure established by the War Production Board, 
an independent Office of the Chief Hearing Commissioner was established in 
NPA and hearing commissioners were appointed throughout the country, selected 
from outstanding members of the bench, bar, and law school faculties, to serve 
on an “as needed” basis. Cases of violations in which it was felt that the more 
drastic criminal penalties need not be invoked, or where it was essential that 
leakages of critical materials be promptly plugged, were referred to the com- 
missioners on charges brought by the general counsel. A small enforcement 
Staff consisting at peak strength of five lawyers in the Washington office and a 
regional attorney in each of the 13 regional offices has represented the agency 
in the preparation and presentation of these cases. The published procedure 
requires notice to the respondent; gives the right to be represented by counsel, 
and an opportunity at a full and fair hearing to refute the charges, and affords 
a right to appeal to the Chief Hearing Commissioner from an adverse decision. 

The enforcement program gathered momentum rather slowly during the first 
year of existence of the National Production Authority, as it took the investiga- 
tion pipeline a considerable while to fill up. Sinee October 1, 1951, there have 
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been 49 proceedings commenced, of which, as of September 1, 1952, 28 had 
resulted in the issuance of suspension orders for varying periods depending upon 
the quantity of material involved and the character of the violation.’ Thirteen 
cases have been referred to the Department of Justice for criminal prosecution 
of which only one has been tried, resulting in a jury disagreement. Several of 
the others have been referred by the Justice Department to local United States 
attorneys for prosecution. 

It has been noticeable that there have been relatively few violations by the 
older established business concerns, and that where such concerns have been 
guilty of violations they were frequently attributable to misunderstandings of 
the requirements of the regulations or to inadequate internal-control methods, 
rather than to venality. The reservoir of public good will toward the mobilization 
program has been a material aid to enforcement and has been an important factor 
in holding down the number of violations requiring action. The volume of viola- 
tions depends to a large extent upon the availability of materials; and it may, 
therefore, be anticipated that as supplies increase, violations will tend to decrease 
in number. On the other hand, an intensification of the mobilization effort to 
a level which would require the tightening of material controls, or an abnormal 
industrial situation caused by major work stoppages or other serious disruptions, 
could well result in a necessity for increased enforcement activity. 


SMALL BUSINESS PROGRAMS 


Industry assistance clinic_—Early in the operation of the controls program, it 
became evident that results of the low allocations of critical materials which 
were being received by many small companies, coupled with a minor participa- 
tion in the defense purchasing programs of the Government, would cause serious 
difficulties. As a result the National Production Authority, the Munitions 
Board, and other purchasing agencies, entered into a joint program in an effort 
to increase small business participation in Government procurement. A’ study 
was made by the Office of Small Business which resulted in a list, by name and 
address, type of product produced, etc., of some 3,000 firms seriously affected 
by materials allocations for the first quarter of 1952. This listing was dis- 
tributed to all purchasing agencies of the Government, so as to furnish them, 
with additional sources of supply from companies which had serious need for 
defense procurement opportunities. 

Supplementing this action 15 industry assistance clinics were held early in 
January 1952 under the joint chairmanship of the regional director of the 
Department of Commerce-NPA field service and the chairman of the Armed 
Forces Regional Council. 

More than $16,000,000 in prime and subcontracts for defense programs have 
been awarded to 106 small manufacturers as the result of the industry assistance 
clinics. As of April 1, 1952, 48 small companies had secured a total of $10,589,- 
684 in bid or negotiated prime contracts, while 58 small concerns had received 
$5,537,335 in subcontracts. 

The study of low allotment firms was repeated for the second quarter of 1952 
and a similar listing of some 3,500 affected firms was prepared and distributed. 
In addition to distribution to the procuring officers, copies of the listing were 
sent to the 100 largest prime contractors under the military program. Upon re- 
ceiving this listing, 82 of these large prime contractors requested 218 additional 
copies of the listing for the use of their branches and subsidiaries. In their 
acknowledgment of receipt of the listing, almost without exception these con- 
cerns spoke in high terms of the listing and its value. 

Participation in industry advisory committees—One of the early actions 
of the NPA was the establishment of industry advisory committees. The Office 
of Small Business, since the inception of this program, has been actively engaged 
in securing a balanced representation on these committees as between large and 
small companies. Proposed membership for each committee, or proposed changes 
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1 Approximate totals of principal critical materials involved in enforcement proceedings 
instituted as of September 1, 1952, are: 
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in membership, are referred to this office where they are carefully screened as to 
size and determination made as to the proportion of representation which small 
business has on each committee. During the period October 3, 1950, to Septem- 
ber 4, 1952, the Office of Small Business reviewed and approved for small busi- 
ness representation the composition of 624 committees. 

Small business hardship program.—In January 1952, the Administrator of 
NPA announced the establishment of the small business hardship program, ef- 
fective the second quarter 1952, to assist small manufacturers who, because of 
low allotments and inability to obtain defense work, were faced with failure or 
prolonged shut-down. 

The need for such a program became apparent when, during the latter part of 
1951, the demand of the Department of Defense and important defense-support- 
ing programs for controlled materials increased enormously, with the result 
that NPA found it essential to drastically curtail the quantity of materials 
available to producers of consumer-type goods. This increased demand for con- 
trolled materials therefore made it necessary to establish allotment levels for 
less essential civilian-type products for the first quarter of 1952 at 50-10-20 per- 
cent of base period usage for carbon steel, copper products, and aluminum, 
respectively. 

On December 7, 1951, the NPA announced that an additional small number of 
producers, who had been disproportionately affected by reductions in allotments 
of controlled materials for the first quarter of 1952, would be eligible to share 
in a very limited distribution of supplemental allotments. In making this an- 
nouncement the serious problem faced by small single-line producers of less 
essential items who were unable to continue operations under their original 
allotments of copper and aluminum was recognized, though very limited quanti- 
ties of copper and aluminum were available for this purpose from the regular in- 
dustry division reserves. 

The small business hardship account was established by pooling a small set- 
aside of controlled materials earmarked from the reserve of the NPA industry 
divisions together with a small amount from the general NPA reserve. At the 
time the account was established, the NPA Administrator emphasized that addi- 
tional materials would be provided as necessary and available to service the 
account. It was later augmented by the earmarking of some controlled ma- 
terials turned back by the military. 

In order to qualify for a supplemental allotment from the hardship account, a 
manufacturing firm was required to meet all of the following criteria: 

“1. The firm must be the one classified as small business, as defined by the 
recent Department of Commerce publication, Size Classification of Manufac- 
turers. 

“2. It must be primarily producing civilian-type products—that is, one having 
more than 50 percent of value of actual production or shipment, during the most 
recent quarter, of products classified as civilian type. 

“3. The firm must be faced with failure or prolonged shut-down because it has 
received insufficient allotments of controlled materials for the calendar quarter 
for which the hardship CMP-4B application is being submitted. 

“4. The firm is unable to continue normal production by using substitute 
materials. 


ur 


5. The firm is unable to convert to the manufacture of other products in the 
quarter for which a supplemental is requested.” 


The materials allotted in 452 cases upon which approved action was taken 
by the panel are shown below. 
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| Washington | 
Controlled materials Field offices industrial | Total 
divisions 


No. 10 carbon steel Lr dcndllagencias be lade a apie’ 2, 3, 637 
RI 5 dstah Sinisa lela Gallen Oe nied mice es ; 23 
No. 30 stainless steel : .....-.--- pounds 18, 18, 734 


No. 40 copper bress mill. - ab chats secth ike ante tees a 316, 1, 855, 371 


Nn A OCT I ids ner Sadeningiwepubcmnagweed 7 34, 56, 701 
No. 60 copper foundry. ------ yee ae oe ee 57, 118, 098 
No. 70 aluminum ae er eed ae es 660, 3, 675, 896 
Total cases approved 290 
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The over-all impact of the various allocation and assistance programs of NPA 
on the welfare of small business may be seen from the employment trends by 
size of business shown in the chart below. 


INDEXES OF EMPLOYMENT 
ALL METALWORKING INDUSTRIES 


By Size of Plant 
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OTHER SPECIAL PROGRAMS 


In addition to the tailored programs necessary to assure equitable allocation 
to small business, maximum employment of labor, and to guarantee that the 
plants and equipment necessary for production are made available in the proper 
places and amounts, the authority is constantly concerned with civilian require- 
ments and with the need to reserve materials for the stockpile of critical and 
strategic materials which would be required in a period of full mobilization. 

In addition, the authority is almost daily called upon to meet emergency prob- 
lems, both within individual industries and on a broader scale. Illustrative of 
these problems and the programs designed to meet them are the disaster relief, 
salvage, and foreign assistance programs carried out during the past year. 
Civilian requirements 

The supply of civilian-type goods has been maintained at an adequate level 
to meet the essential civilian demand during this period of accelerated produc- 
tion for defense. The increased demands for strategic materials occasioned by 
the direct military program, the industrial expansion program, and the many 
defense-supporting programs have been met with few exceptions without any 
major disruptions to production of goods for civilian use. 

The Office of Civilian Requirements, serving as claimant for the civilian econ- 
omy, has maintained continuous review of civilian requirements and the 
adequacy of supply and, where necessary, has successfully supported preferential 
allotments of materials in areas of current or impending shortage. The Author- 
ity has also provided priority assistance to expedite delivery in cases of stringent 
need to maintain the essential services of wholesale, retail, and service trades 
and of State, county, and local governments. 

Following the resumption of shipments of steel upon the termination of the 
work stoppage, the allocation of residual supplies, after meeting the needs of 
the military, the atomic energy, and the machine-tool programs, was made in 
the same general pattern as existed previously. This allowed the manufac- 
turers of civilian products to obtain sufficient material to prevent widespread 
shut-downs. 


Emergency NPA action for disaster relief 


Twice disaster areas were proclaimed by the President; once as a result of 
the severe flooding of the Kansas River in July 1951, and again in April 1952 
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because of the more general floods in the Missouri-Mississippi River Valleys. In 
each instance the NPA Administrator dispatched teams of industrial specialists 
to provide on-the-spot priority assistance. By facilitating procurement of ma- 
terials and equipment, both immediate and longer-time rehabilitation of flood- 
damage areas was materially speeded up. 

Stockpiling 


The NPA as an administrative body under the Department of Commerce con- 
tinued to discharge the stockpiling responsibilities assigned to the Department 
under the provisions of section 2 of the Strategic and Critical Stockpile Act 
(60 Stat. 598). These responsibilities require cooperation with other desig- 
nated Federal agencies in determining the quality and quantities of such ma- 
terials to be stockpiled, and in controlling the distribution and use of such 
materials so as to provide adequate supplies to meet current military and civilian 
requirements and to permit the acquisition and retention of sufficient quantities 
in the national stockpile. The NPA assists in the completion of these stockpile 
objectives by (1) restrictions on the distribution and use of materials to assure 
their availability for the stockpile in quantities established by decision of the 
Vital Materials Coordinating Committee (July-December 1951) or the Defense 
Materials Operating Committee (January—June 1952) of DPA; (2) exempting 
stockpile purchases of certain materials by GSA or other Federal agencies from 
purchase limitations by modification of the applicable control orders; and (3) 
prohibition of private importation of rubber (discontinued June 30, 1952) and 
tin which are subject to purchase only by GSA and RFC, respectively. As of 
June 30, 1952, there were 17 primary stockpile materials covered by NPA ma- 
terial (M) orders. The M orders covering seven additional materials have 
been revoked. 


Salvage programs 


The beginning of the fiscal year found the supply of secondary critical materials 
in short supply. It was becoming evident that the iiventories of iron and steel 
scrap were diminishing rapidly, threatening the possibility that open-hearth 
furnaces might have to shut down for lack of scrap. To meet this requirement 
and other scrap needs, the Authority mobilized 1,600 scrap-mobilization com- 
mittees throughout the country organized along program lines: (1) Industrial, 
covering the Nation's 500,000 plants, railroads, ete., (2) Federal, State, county, 
and municipal government, including Army, Navy, and Air Force installations, (3) 
auto wreckers, (4) farms, (5) special projects, (6) industrial diamonds, and (7) 
tin cans for copper production. These programs, implemented by Department 
of Commerce field offices and the Steel Industry Scrap Mobilization Committee, 
with the help of 9,000 steel salesmen, were responsible for a greatly accelerated 
flow of scrap of all kinds. 

Because of the 53-day steel strike and the accumulation of scrap as a result 
of the full cooperation of industry and commercial establishments, the consuming 


mills and foundries are at present in a strong inventory position. Generally 
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speaking, the mills and foundries average about an 80-day supply. The one 
thousand six hundred-odd scrap-mobilization committees in virtually every sizable 
community in the country have been placed on a stand-by basis. Salvage pro- 
grams that are still very active are the Department of Defense, copper recovery 
by precipitation, and industrial diamonds. Copper and aluminum are still in 
a not-too-easy position, and the recovery of copper and aluminum scrap still gets 
considerable attention. 


Export quotas and utilization of foreign resources 


The experience of the last war makes it clear that domestic production and 
utilization of our vast productive resources must be supplemented and geared 
into the productive resources of the entire free world. To assure that United 
States materials and products are most effectively utilized, the Foreign Division 
of the NPA constantly screens foreign requirements and assists the Mutual 
Security Administration and the Office of International Trade in their efforts to 
maximize the contribution of exports to the mutual defense effort. 

The Foreign Division of NPA is responsible for establishing quarterly export 
quotas for the most critical materials, and for granting priority assistance for 
export on both individual requests and on projects for resource expansion. It 
approved approximately 80 percent of 6,000 individual requests for preference 
ratings and more than 195 projects covering key equipment valued at approxi- 
mately $1,000,000,000. This equipment supported foreign developments valued 
at approximately $5,000,000,000. As a result, shipments of vital materials are 
already beginning to reach the United States and will become increasingly 
available in the future. 

In addition, under the Statement of Principles for Economic Cooperation, a 
special agreement between the United States and Canada, the economic efforts 
of the two countries are coordinated to obtain the maximum utilization of the 
resources and production facilities of both to meet defense needs. The Canadian 
Division of NPA handles 24 separate programs covering Canadian requirements 
for controlled materials and other scarce materials as well as other priority 
assistance. 


LABOR AND DEFENSE PRODUCTION 


Special aid programs.—From the beginning NPA recognized there would be a 
substantial impact on labor and employment because of the shortage of materials 
and the allocation system. In conformity with congressional intent, NPA policies 
and procedures were designed to provide for the maximum utilization of man- 
power and facilities and minimize the disturbance to the economy. With this in 
mind a policy was devised to provide flexibility in order to make adjustments and 
exceptions in the allocation system. 

This policy was particularly effective through the procedure of granting sup- 
plemental allotments of materials. Hardship to labor and to the community 
were major criteria governing the granting of additional materials. Considera- 
tion of these criteria was a normal function of the various NPA industry divisions 
and was effective in maintaining the labor force in thousands of plants through- 
out the country. 

In unusual cases the NPA Office of Labor made recommendations for supple- 
mentary allotments. This special procedure was employed where the employ- 
ment of more than 100,000 workers was threatened by material shortages and to 
preserve that force. The immediate effect was to provide jobs for more than 
40,000 additional workers who were being laid off or already had been dismissed. 
In almost every case the plants were located in areas which had a surplus of 
labor and appreciable unemployment. 

During October and November of 1951 areas of unemployment began to develop 
as a result of shortages of materials and of temporary market conditions. The 
Authority sponsored a change in Federal procurement policies to provide for the 
negotiation and placement of contracts in those areas where unemployment was 
developing. As a result of this sponsorship, as well as the cooperation of other 
Federal agencies, the Office of Defense Mobilization issued Defense Manpower 
Policy No. 4 on February 7, 1952. To implement this policy a Surplus Manpower 
Committee, composed of representatives of NPA, DPA, Department of Labor, 
General Services Administration, Atomic Energy Commission, and the Depart- 
ment of Defense was created. To date the committee has directed that 50 areas 
receive special treatment, and contracts totaling $41,600,000 have been placed in 
these surplus labor areas as a result of this program alone. One of the most 
important functions performed within the Authority is that which concerns itself 
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with review and alleviation of these “distressed areas.” These areas may be 
found in locations where specific industries are concentrated or may be 
found to affect communities which stretch throughout the Nation. A cross sec- 
tion of the problems—and action taken to meet them—created by undue unem- 
ployment are presented as follows: 

Construction industry.—During the fourth quarter of 1951 and the first quar- 
ter of 1952 serious unemployment conditions began to appear in certain areas 
in the building construction industry because of the curtailment of commercial, 
residential, public, and recreational construction. The following eight areas 
were declared to be distressed areas and were given additional allotments of 
materials for new starts in commercial construction : 

Greater metropolitan area of New York and northeastern New Jersey 

Metropolitan area of Washington, D. C. 

Metropolitan area of Boston, Mass. 

Metropolitan area of Portland, Oreg. 

Metropolitan area of Seattle, Wash. 

Metropolitan area of Los Angeles, Calif. 

Metropolitan area of San Francisco, Calif. 

Providence, R. I. area (Rhode Island and Bristol County in Massachu- 
setts) 

In these areas there was little or no military or industrial expansion. Thus, 
NPA was able to alleviate the serious unemployment while not impeding de- 
fense construction in any way. Every application for construction received from 
these areas was approved except recreational and amusement projects. 

In other areas where substantial unemployment existed in the building and 
construction industry, but did not justify a designation as a distressed area, spot 
assistance was granted for specific projects within the availability of materials. 

In all of these operations NPA has given full weight to the intent of Congress 
that our defense-production program be carried out with a minimum disturbance 
to our economy and maximum utilization of our industrial facilities and man- 
power. 

Brass-mill industry.—The brass mills concentrated in the Naugatuck Valley 
of Connecticut and elsewhere were faced with a serious problem of unemploy- 
ment and short workweeks during the early months of this year. Large quanti- 
ties of copper were diverted from civilian-type items to the manufacture of 
heavy-gage military items which required much less labor. Many employees 
were laid off and most of the remaining employees worked from 2 to 4 days a 
week at many of these plants during much of the second quarter. 

Faced with a limited supply of copper for the civilian-type items, neverthe- 
less, spot materials assistance was granted in a number of cases to relieve the 
community hardship which had resulted. The programed level of operations for 
some civilian brass-mill items had originally been set at an extremely low level 
in the first quarter, and these were raised to at least 25 percent of base to allow 
these branches of the industry to survive and to relieve hardship to some extent. 

Delegations of workers and representatives of several unions were received to 
consider these problems. A special survey of employment and short workweeks 
in the Nation’s brass mills was conducted by arrangement with the Labor Depart- 
ment’s Bureau of Labor Statistics. The results of this survey indicated clearly 
the substantial lay-offs and short working time which existed in many of the 
brass mills in Connecticut and elsewhere. The severity of these conditions 
varied considerably from plant to plant. Additional measures to relieve these 
hardship conditions in particular plants were being considered when new develop- 
ments made such action unnecessary. NPA and several branches of our Gov- 
ernment cooperated in working out a new program! which resulted in greatly 
increased imports in copper from Chile. The increased supply of copper was 
made available to our primary and secondary brass mills and to fabricating brass 
plants. These actions relieved the underemployment which had existed in 
many mills. 

Costume jewelry industry.—Owing to the extreme shortage of brass-mill prod- 
ucts indicated for first quarter 1952, the costume-jewelry industry was programed 
by NPA at 10 percent of its base-period usage. This program level was deter- 
mined largely on the basis of the nonessential character of the industry in terms 
of the military and other essential requirements and the available stock of brass 
mill products. At the request of the Governors of Rhode Island and Massa- 
chusetts, the Administrator established an interagency task force to ascertain 
the impact of the proposed 10-percent program level on employment and business 
operations in the areas. 
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After a careful appraisal of all the facts, including a visit to the areas where 
the industry is concentrated, the task force recommended an increase in prograi 
level form 10 to 30 percent for the costume-jewelry industry. Basic in its reasons 
for the proposed increase were (1) the fact that the level of Government pro- 
curement and the character of the industry had rendered unsuccessful the inten- 
sive efforts of the industry to convert to defense activities, and (2) the cut-back 
in metals allocation would create an extreme employment hardship on areas 
already suffering from severe unemployment in their principal industry, textiles. 

With respect to the alleviation of distress unemployment it was pointed out that 
some 47,000 to 50,000 people were involved industry-wide, of which approximately 
34,000 were then currently employed in the greater Providence area. By deriving 
a formula of pounds of brass to hours of employment, it was possible for NPA 
to generally maintain employment levels during a period of extreme shortage of 
metals. The most recent reports indicate that the industry is now operating on 
u substantially increased material base and has a greatly improved level of 
employment. 

Aluminum cooking utensil industry.—In the second quarter of 1952 the alumi- 
num cooking utensil industry was originally programed for an allotment level 
of 30 percent of base use of aluminum. This was a reduction even below the 
35 percent level of the first quarter. Large lay-offs had already occurred in 
most of the aluminum cooking utensil companies concentrated in Wisconsin and 
Pennsylvania and scattered elsewhere. Most of these companies had been unable 
to obtain defense contracts which could provide employment for any large por- 
tion of their employees. Many of these companies were located in communities 
where there was very little other employment available. The further threat of 
fay-offs would have caused a severe community hardship in many areas. To 
prevent further hardship and to relieve existing hardship spot materials assist- 
ance was granted to many companies and the general program level was raised 
from 30 to 45 percent of base. Over 4,000,000 pounds of aluminum were granted 
to these companies to relieve this hardship to labor and the communities. 

Following this, a group of eight cooking utensil companies were granted a sec- 
ond supplement totaling about 1,000,000 pounds, raising them to 50 percent of 
their base because of special hardship conditions. 

As a result of action on these spot materials assistance cases several million 
pounds of aluminum were provided to relieve hardship conditions. Several 
thousand employees were saved from lay-offs and community hardship was re- 
lieved in more than 20 communities. 

Railroad freight-car program.—In the second quarter of 1952 the freight-car 
program was reduced from 10,000 cars per month to 15,000 cars for the entire 
quarter. Because of the sharp reduction in the program a survey was made to 
determine the impact on employment in this industry. The survey revealed that 
more than 24,000 employees would have to be laid off and these employees for 
the most part were located in communities along railroad lines where no other 
employment was available. Parts suppliers would have been affected as well 
as the business communities. It was estimated that unemployment as a result 
of this action would exceed 100,000. As a result of this survey the DPA Re- 
quirements Committee granted supplemental materials to bring the second- 
quarter program to the same level as the first-quarter program. 

The Authority has kept in close touch with labor-management disputes which 
might have an adverse effect on the defense production effort and has worked 
closely with the Federal Mediation and Conciliation Service. During the 1952 
Nation-wide steel strike, the Office of Labor of the NPA was assigned the re- 
sponsibility for reviewing all requests for finished defense-rated steel so as to 
make valid recommendations to the striking union for the movement of this stee! 
from mills, fabricating plants, and warehouses. This operation was unique in 
that it was the first time that a cooperative effort formally was made on a na- 
tional pattern to supply defense needs out of struck plants. 


FACILITATING CONSTRUCTION OPERATIONS 


From the outset of its operations, NPA recognized that the available supplies 
of building materials would not be adequate to support the construction pro- 
grams of the agencies directly and indirectly connected with the defense effort 
and also provide for the requirements of construction for the civilian economy. 
The vast building program of the military and AEC, and the tremendous re- 
quirements for industrial expansion require a large percentage of the available 
supply of certain items in short supply. This shortage was particularly acute in 
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structural steel, especially wide-flange beams, and also reinforcing bars and 
rods, steel plate, copper wire, and copper tubing. 

If the requirements for those vitally essential defense and defense-supporting 
programs were to be met, NPA had to establish forthwith some control over the 
construction industry. Construction, as such, is always one of the largest users 
of many forms of steel, copper, and aluminum as well as other materiais and 
products which would be in increasingly short supply as the vital construction 
programs progressed. NPA also recognized that certain types of civilian con- 
struction, much imbued with the public interest, such as schools, hospitals, high- 
ways, and housing had to be permitted to proceed before it should permit ma- 
terials to go to construction projects obviously less essential to the welfare of 
the country. 

A series of steps were taken by NPA in the evolution of its construction con- 
trols. All were designed to insure the availability of materials and products neec- 
essary for the completion of highly essential construction projects. The first 
phase of the control involved a prohibition of the commencement of construction 
in the recreational, entertainment, and amusements field. Subsequently, the 
controls were extended to require the licensing by NPA of the various projects, 
with the more essential and more highly justified receiving authorization to pro- 
ceed. Later, when the Controlled Materials Plan came into operation, all con- 
struction, as such, fitted into that program and became a part of the CMP 
operation. 

The series of orders and regulations involving construction as they were suc- 
cessively issued by NPA are as follows: October 26, 1950—NPA issued NPA 
Order M-—4+, which provided that unless an exception were granted (based on 
unusual hardship, or the requirements of the defense program), no person could 
commence construction of any recreational facility, the cost of which exceeded 
$5,000. January 13, 1951—NPA amended order M-4 to include within its cover- 
age a comparable restriction on the construction of commercial facilities. How- 
ever, this amendment specified that construction of commercial facilities could 
be authorized also in those instances where the construction was required to 
supplement the defense program or if the facility was considered essential for 
the maintenance of the public health, safety, or welfare. May 3, 1951—The third 
major amendment to order M—4 was issued, extending the restriction on the 
right to commence construction to all other facilities, if, in the construction, 
more than 25 tons of steel would be used. This amendment specified that con- 
struction of these new categories of facilities could be authorized in those in- 
stances where the construction was required to supplement the defense program 
or if the facility was considered essential for the maintenance of the public 
health, safety, or welfare. June 21, 1951—NPA issued CMP Regulation No. 6, 
placing construction within the Controlled Materials Plan, and specifying the 
procedures which should be followed for obtaining allotments of controlled ma- 
terials required for a construction project. August 3, 1951—NPA revoked order 
M—4, and in its place were issued both NPA Order M-—4A and Direction 1 to 
CMP Regulation No. 6. These two new documents, together with CMP Regula- 
tion No. 6, specified that no person could commence construction of any facility 
without authorization and without receiving an allotment, if the owner would, 
for completion of the building, require delivery of more than specified quanti- 
ties of controlled materials (or in the case of a recreational facility, would use 
more than specified quantities). Limited quantities of controlled materials for 
small projects were allowed to be procured by self-authorization. March 6, 
1952—-NPA revoked order M-4A and Direction 1 to CMP Regulation No. 6, 
superseded CMP Regulation No. 6 by the issuance 6/ Revised CMP Regulation 
6, clarifying the rules with respect to the operation of construction under the Con- 
trolled Materials Plan, and permitting construction to be commenced without 
authorization unless, for completion, the owner would require delivery of more 
than certain specified larger quantities of controlled materials than had been 
permitted under direction 1 (or in the case of recreational facilities, would use 
more than certain specified quantities). Also, on March 6, 1952, NPA issued order 
M-—100, limiting the quantities of controlled materials which can be used in 
residential construction. 

A program of expediting and scheduling activity was undertaken during the 
first part of 1952. This activity covered such things as conferences with ap- 
plicants who have requested large quantities of controlled materials; the reduc- 
tion of quantities requested with consequently lower allocations; the changing 
of quantities of controlled materials from one quarter to a subsequent quarter ; 
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checking with steel companies and steel fabricators as to their abilities to handle 
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and fabricate the materials requested by the applicants for any quarter, which 
in some cases has resulted in complete elimination of some unessential projects. 
In addition, statistical studies were made to determine norms of material usage 
in a number of categories of construction projects. The results of one of these 
studies were made available to the Department of Labor at their request. 

The effectiveness of the various measures taken by NPA and DPA in directing 
the construction of the more important facilities either through the channeling of 
CMP materials or by means of ‘“M” orders can be seen from the accompanying 
chart. The value of new military and defense supporting construction reached 
a level during the second quarter of 1952 which was two and one-half times 
greater than the level achieved during the 6 months prior to Korea. Other con- 
struction remained the same. 


NEW CONSTRUCTION 
JAN-JUN 1950-100 


1 Qtr Z Qtr 3 Qtr 


It had been expected (and in fact announced in May 1952) that relaxations 
on the construction timetables could be made in the latter part of 1952, espe- 
cially in the right to self-authorize the procurement of steel, copper, and alumi- 
num required for the various contemplated construction projects. However, 
the incidence of the 8-week strike in the steel industry made it necessary to post- 
pone the proposed relaxation of construction controls. However, the improving 
supply of copper and aluminum made it possible for larger quantities of those 
materials to be authorized for procurement by self-authorization for construc- 
tion projects, pursuant to amendments made in June and July 1952 to the basic 
regulation and orders affecting construction. 


COOPERATION WITH INDUSTRY 


Industry advisory committees are the principal device by which the Nationa 
Production Authority discharges its responsibility to consult with representa 
tives of industry prior to the issuance of public orders and regulations. These 
committees also serve as the means for informing the Government of mobilization 
production problems encountered by American business executives and of pro 
viding NPA with a cross section of the judgment and recommendations of 
industry. 

The number of NPA industry advisory committees has increased from 455 on 
September 30, 1951, to 550 on September 1, 1952, with a total membership of 
approximately 7,000 industry representatives. During this period 656 meetings 
were held under the sponsorship and supervision of the Office of Industr) 
Advisory Committees. These committees included representatives of sma!! 





+r 


‘ions 
spe- 
umi- 
ever, 
post- 
ving 
hose 
truc- 
pasic 


iona 
enti 
“hese 
ation 
pro 


is of 


> on 
ip of 
tings 
ust! 

mat 


REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 189 


medium, and large businesses; segments of a specific industry; and geographic 
areas. The most effective service is rendered by committees pinpointed to 
specific product groupings. When problems of related industries are under con- 
sideration the Authority convenes joint meetings of the committees concerned or 
special conferences. 

During the past year the Authority has worked out a series of understandings 
with the Assistant Attorney General for assuring that the procedures established 
by the Authority in implementing the above-mentioned provision of the Defense 
Production Act would also conform with the principles and objectives of the anti- 
trust laws. These negotiations which took place over an extended period of time 
finally resulted in notification from the Department of Justice on November 26, 
1951, that it had no further changes to suggest concerning the rules developed 
and later adopted by the NPA in the establishment, use, and management of 
industry advisory groups and that “so long as the activities are carried on within 
the limits of this order the Attorney General would not view such activities as 
constituting an independent violation of the antitrust laws.” 

During the year particular attention has been given to assuring the small- 
business problems are fully discussed at industry advisory committee meetings 
A special program was worked out in response to a request by NPA’s Office of 
Small Business, whereby the topic Status of Small Business in the Industry is 
included in the agenda of every meeting when applicable. The Government pre- 
siding officer is under instructions particularly to stimulate discussion on this 
subject by committee members from the smaller firms. This program has met a 
very favorable response. 


Field service operations 


Upon establishment of the National Production Authority the Department of 
Commerce Field Service was delegated the responsibility of representing the new 
agency throughout the United States. The primary function of the field offices 
is to act as the liaison between the NPA and the business public affected by its 
regulations. Information and counsel is furnished on all NPA regulations, 
orders, policies, and directives at points close to a company’s place of business 
thus facilitating the proper administration of the powers conferred on the agency. 

Appropriate authority was delegated to the field offices to enable them to carry 
out their responsibilities effectively. A major portion of the responsibility for 
the execution of the compliance program was placed in the field. Likewise, in 
the administration of the Controlled Materials Plan the processing of CMP 4B 
applications for controlled materials was decentralized to the greatest extent 
possible and at the peak of this operation the delegated field offices handled 35 
percent of the intake of CMP 4B applications. With the increase in the supply 
of critical materials an automatic allotment procedure was devised which reduced 
the number of applicants and enabled the processing functions to be decentralized. 

During the vear the field offices were increased from 42 to 105 and at the peak 
of employment in April 1952 the field service had a complement of 1,476 NPA 
employees. With the relaxation of controls the number of offices has now been 
reduced to 56 and NPA field employees to 832. 


ORGANIZATION AND PERSONNEL 


Organization for production 

The Organization of the National Production Authority remained compara- 
tively stable throughout the fiscal year. Three new industry Divisions—Water 
Resources, Metalworking Equipment, and Mining “lachinery—were created. 
July 10, 1951, completing the industry coverage as it still exists. The Office of 
Chief Hearing Commissioner was established in July 1951 to deal with cases of 
noncompliance with orders and regulations of the Authority. 

In October 1951 the transfer of three Divisions to the Policy Coordination 
Bureau reflected the fact that the Controlled Materials Plan had progressed from 
the planning stage to the operating stage, and integrated the implementation 
and coordination of the operating CMP function. A later reorganization of the 
Policy Coordination Bureau, in December 1951, combined under one direction 
the technical functions of prescribing procedures for, coordinating, and assisting 
all operating controls programs, including CMP. 

The Office of Production Analysis was created in December 1951 to provide a 
central point of direction and control for the Authority’s economic and statistical 
analysis activities. 

The last substantive change which occurred within the Authority was the 
transfer of the tax-amortization and loan-review functions to the Defense Pro- 
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duction Administration. This transfer was authorized to simplify and focalize 
responsibility for processing applications for tax amortization and loan benefits 

On January 8, 1952, Mr. Henry H. Fowler succeeded Mr. Manly Fleischmann as 
Administrator. 

By September 1, 1952, organization plans had been developed to permit maxi- 
mum flexibility of expansion and contraction, depending upon future develop- 
ments in the defense program. These plans are being held in readiness, await- 
ing implementation when appropriate. 


Personnel 


The National Production Authority’s work force as reported to the commit- 
tee on June 30, 1951, comprised 4,186 per annum, 81 part-time (when actually 
employed), and 193 without-compensation employees, or a total of 4,460. The 
peak. of employment was reached September 7, when recruiting had increased 
the work force to 4,851 paid employees. From that point on the employment 
declined steadily, and by July 1952 the per annum employment numbered 4,156 
with 62 w. a. e.’s and 338 w. 0. ¢.’s on the rolls for a total employment of 4,556 per- 
sons. By the end of August this had further declined to 4,276 employees, of whom 
3,900 were full-time, 55 part-time, and 321 without compensation. A reduction 
in force necessitated by the decrease in the appropriation of the Authority will 
cut the force by an estimated additional 750 paid employees as of September 
26, 1952. 

Special actions on recommendations of the committee 

The success of the current defense production effort reflects in large measure 
the close cooperation between the National Production Authority and the Joint 
Committee on Defense Production. The frequent and extensive hearings of 
the committee and the complete reports made on various phases of the pro- 
grams and actions of the mobilization agencies reveal the searching scrutiny 
to which administrative action under the Defense Production Act has been 
exposed. The development of the defense production effort has gained much 
from the constructive attention that Chairman Burnet R. Maybank and his 
colleagues, both majority and minority members, together with the committee 
staff, have given to the enactment of the necessary legislation and the review 
of its administration and to the preservation of the basic principle of ad- 
ministrative flexibility in the exercise of the priorities and allocation authority 

In accordance with the views of the Joint Committee on Defense Production 
with respect to the development and timing of the defense production program, 
the National Production Authority has followed a middle course between the 
disruptive extreme of converting the entire economy to military productio! 
and the other extreme of permitting full production of civilian goods to the 
detriment of military needs. This middle course has fully and regularly met 
the screened requirements of the military, atomic energy, and the stockpile 
programs, without imposing unnecessary burdens or restrictions on the civilian 
economy. At the same time we have facilitated an enlargement of the Nation's 
industrial base and augmented our production capacity. 

Consistent with recommendations of the joint committee, NPA has followed 
the policy of permitting manufacturers of nonessential civilian goods to operate 
at low levels rather than to force them out of business by prohibiting entirely 
the use of steel, copper, and aluminum in their products. This policy has 
enabled many thousands of manufacturing concerns to continue to contribute 
to the national economy and has thus kept available their skills and facilities 
for ready use in the event of all-out mobilization. 

The Joint Committee on Defense Production has given close and detailed 
attention to the machine tool program. In consultation with the joint com 
mittee, NPA reviewed its policies with respect to the production and distribution 
of machine tools and took effective action to overcome bottlenecks and _ to 
channel virtually all machine tools into direct military and defense-sunporting 
production. Sueh action included the amendment to NPA Order M—41 which 
prohibited all machine-tool shipments for unrated orders after February 1, 
1952: the issuance of M-—41A which limited the use of priority ratings in the 
purchase of machine tools so as to cause the greatest possible production of 
those tools which are urgently needed for the mobilization program; and the 
development of production schedules to insure that critical machine tools are 
made available to the many high-priority programs on schedule and on the 
basis of relative essentiality. 

Consistent with the views on basic policy expressed by the Joint Committee on 
Defense Production and in line with specific recommendations of other congres- 
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sional committees with a particular interest in special areas of the national 
economy, NPA has taken various actions, of which the following seem especially 
noteworthy : 

(1) As the supply of controlled materials improved, successive increases were 
made in the shares of steel, copper, and aluminum available to small users by 
self-authorization procedures, culminating in the very substantial increases in 
self-certification limits for copper and aluminum which were announced on June 
18, 1952. In addition, an automatic allotment procedure was initiated early in 
Angust. 

(2) In order to provide maximum assurance, particularly to small-business 
concerns, for the placing and acceptance of authorized controlled material orders, 
NPA inaugurated in December 1951 a comprehensive and concrete program for 
providing special assistance in placing orders. Procedures have been estab- 
lished to expedite action on requests received from small-business concerns for 
assistance in placing their CMP tickets. 

(3) Constant efforts have been made to clarify and simplify the CMP regula- 
tions so as to make them more understandable to the average small-business 
man. 

(4) In order to alleviate the problems of small manufacturers of civilian- 
type items faced with unusual and severe hardship because of low CMP allot- 
ments, NPA established a small business hardship account to provide supple- 
mental allotments of steel, copper, and aluminum in such hardship cases. The 
small business hardship panel, composed of the Assistant Administrator for 
Small Business, as chairman, a representative of the Small Defense Plants Ad- 
ministration, and representatives of the appropriate offices and bureaus of NPA, 
has full and final responsibility for all determinations concerning supplemental 
allotments for hardship assistance to small business. A special reserve of ma- 
terials has been provided for the use of the small business hardship account and, 
with revisions in the procedures of the panel as indicated by experience, we can 
report that the objectives of the hardship account are being effectively car- 
ried out. 

(5) NPA continues to follow the policy of relaxing the Controlled Materials 
Plan gradually, removing the burden of coatrols from industry as rapidly as 
conditions permit, yet retaining maximum administrative flexibility so that the 
plan is available for use promptly in the event of a sudden worsening in the in- 
ternational situation or an upward shift in defense requirements. 


OFFICE OF FIELD SERVICE 


1. The Department of Commerce Office of Field Service is responsible for 
providing all necessary field services required by the operating units of the 
Department. Upon establishment of the National Production Authority, the main 
function of this Office has been to service NPA. 

2. The authority for these activities is contained in Department Order No. 123, 
based upon Executive Order 10161, dated September 9, 1950, and Executive Order 
10200, dated January 3, 1951. 

3. The field service acts as the liaison between the business public and the 
National Production Authority in carrying out NPA responsibilities. Informa- 
tion and counsel are furnished on all NPA orders, policies, and directives at 
points close to a company’s place of business, thus facilitating the proper ad- 
ministration of the powers conferred on the office. Appropriate authority was 
delegated to the field offices to enable them to carry out their responsibilities 
effectively. A large part of the responsibility for the execution of the compli- 
ance program was placed in the field. In the administration of the Controlled 
Materials Plan the processing of CMP-4B applications for controlled materials 
was also decentralized to the greatest possible extent. 

4. The field service has further contributed to the general success of the NPA 
program. At the peak of the cperation the field offices handled about 35 percent 
of the CMP-—4B applications. 

5. Concentration of field-service activities on the NPA program will be required 
during the life of the Defense Production Act. 

6. Most of the field service's accomplishments have been in the area of small 
business. This is particularly true with reference to its activities under the 
Controlled Materiais Plan. 

7. A total of 846 persons were employed in the Office of Field Service on Sep- 
tember 5, 1952, 14 of whom were in the Washington office. The Office of Field 
Service does not utilize industry advisory committees. 
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8. The Office of Field Service does not face any special problems at the present 
time, since its procedures are firmly established and are being carried out with 
considerably less personnel than at the peak period, April 1952, when a total of 
1.476 persons were employed in the field offices. 


BUREAU OF THE CENSUS 


1. The Bureau of the Census is performing special statistical services and 
conducting surveys relating to tke Defense Production Act for the following 
agencies : 

National Production Authority 

Defense Production Administration 

Production and Marketing Administration 
Defense Minerals Administration 

Defense Electric Power Administration (Interior) 
Office of Defense Mobilization (Labor) 

2. These services and surveys are conducted under authority of section 601 of 
the Economy Act which authorizes the performance of services for other Federal 
agencies by reimbursement or advance of funds from the requesting agencies. 
The Bureau of the Census is specially equipped with existing statistical facilities, 
including a field organization, a large machine tabulation organization, special 
mailing lists, and a staff of trained statistical technicians. 

3. The services performed for the several agencies are summarized below by 
agency : 


National Production Authority 


The Industry and Business Divisions engage in three types of statistical ac- 
tivities as collecting and compiling agent of the NPA. 

(a) The divisions conduct surveys on the operations of specified groups of 
manufacturers and distributors. Some of these as in the case of burlap or 
cotton duck are one-time surveys to inventory an existing situation, but most, 
as in the case of the monthly steel, copper, aluminum, and plywood reports and 
the quarterly report of metalworking plant operations, are repetitive. The 
tables provided by the Census Bureau constitute the factual background for 
policy determination and operations of the NPA. There are now being conducted 
32 such surveys for NPA. 

(bv) The regular surveys of the Industry Division issued for publication, as 
the “Facts for Industry” series showing the current production and related data 
for important commodities, have been modified to meet the specific administra- 
tive needs of NPA. These changes generally have taken the form of (1) in- 
creased commodity detail, (2) additional information about a commodity such 
as a breakdown of shipments as to defense rated or unrated, or (3) increased 
frequency. The Division has modified 17 surveys, including those in such fields 
as lumber, pulp and paper, chemicals, and foundries, at the request of NPA. 

(c) Special tabulations and analyses have been made of NPA application 
forms. Applications of manufacturers for steel, copper, and aluminum under the 
Controlled Materials Plan have been tabulated by the Industry Division for the 
guidance of NPA and DPA in determining how much of these materials was 
requested in total and by class of product so that appropriate rates of allotment 
could be set. Special tabulations of these applications have also been used in 
establishing which applications should go to field offices of NPA and which to 
Washington. 

Foreign Trade Division supplies tabulations on imports for consumption and 
exports for domestic and foreign merchandise, which are required by the various 
divisions of NPA as an integral part of the supply picture. This Division also 
compiles special weekly reports on imports of certain metals and minerals for 
the Office of International Activities and Defense Materials and others. 


Defense Production Administration 


The Business Division of the Census Bureau conducts quarterly surveys of 
progress on facilities expansion. The Division also prepared, until January 1952, 
listing and progress reports of applications for certificates of necessity to be used 
for tax-amortization purposes and of the progress made in processing these 
applications. 


Production and Marketing Administration 


Modifications of existing programs also have been made for the Production 
and Marketing Administration, Department of Agriculture. The collection of 
manufacturers’ and dealers’ wool stocks information is now on a quarterly basis 
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Defense Minerals Administration 


For the Defense Minerals Administration there are being prepared weekly 
tabulations showing preliminary figures on imports of certain minerals. 


Defense Blectric Power Administration 


For this agency the Census Bureau tabulated and prepared data on the quan- 
tity and value figures for purchased electric energy collected in the 1950 Annual 
Survey of Manufactures. 

Office of Defense Mobilization 

Under the sponsorship of the task force on resources and requirements of the 
Office of Defense Mobilization Committee on Specialized Personnel, the Census 
Bureau is establishing a duplicate file of approximately 6,000,000 punch cards 
from the 1950 Census of Population. These cards will be designated as the ““Man- 
power occupations card file,” and will cover workers in all occupations in the two 
major groups, “Professional, technical, and kindred workers” and “Craftsmen, 
foremen, and kindred workers,” as well as in a number of other selected occupa- 
tions. The cost of setting up the file is being borne by five agencies—the Depart- 
ments of the Army, Navy, Air Force, and Labor, and the National Science 
Foundation. 

4. These services have not only provided the information needed but have pre- 
vented duplication of Government effort in the statistical field, and have assisted 
in preventing the establishment of special statistical units staffed at the expense 
of those in the regular executive departments. 

5. The surveys conducted under the authority of the Defense Production Act 
mentioned above are primarily repetitive in nature, tabulations requested by the 
sponsoring agency having generally been provided regularly. 

6. No differentiation of services is made by size of business, except in the 
extensiveness of statistical sampling. 

7. The number of classified employees presently working on the above program 
is 205 clerical and 30 professionals. The Census Bureau does not have special 
advisory committees for these programs, but conducts them in accordance with 
the specifications of the requesting agencies. 

8. As in the case of surveys included in the Census’ own program, these have 
at times presented some difficulties in their initial stages or at times of major 
revisions. 

BUREAU OF PUBLIC ROADS 


1 (a). The Bureau of Public Roads is the claimant agency for the construction 
and maintenance of all rural and urban highways, streets, highway equipment, 
repair shops, bridges, tunnels, toll-road facilities, and appurtenant installations, 
publicly owned parking facilities incident to a highway or street, regardless of 
financing, but not garages, filling stations, restaurants, or other commercial 
facilities. 

1 (b). The Bureau of Public Roads performs the following functions in con- 
nection with the above claimant-agency activities. It collects and presents to 
the Defense Production Administration, after screening for essentiality, the 
requirements for highway construction. It represents the highway industry 
before the Defense Production Administration and the National Production Au- 
thority in regard to such matters as the restriction of the use of critical materials 
in highway construction, the self-authorization limits on highway construction, 
ete. It authorizes highway- and street-construction schedules, makes allotments 
of controlled materials for highway construction, and applies or assigns to others 
the right to apply DO ratings for the procurement of materials and products 
other than controlled materials necessary to the completion of authorized con- 
struction schedules. It obtains for the highway industry DO ratings for the 
capital equipment needed to construct, maintain, and operate the Nation’s high- 
way facilities. The Bureau of Public Roads also processes applications for 
adjustment of exceptions under the provision of CMP Regulation 6 and takes 
final appellate action under this regulation. 

2. The Bureau of Public Roads derives its authority for these programs from 
the following: Section 101 (d) of Executive Order 10161 of September 5, 1950; 
Department of Commerce Order 127; Department of Commerce Order 128 
(amendment 2 and supplement 2) ; NPA Delegation 14, as amended; Executive 
Order 10200 of June 3, 1951; DPA Order 1 of May 24, 1951; The Federal High- 
way Act of 1921, as amended. 
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3. The highway rehabilitation and maintenance program is a program designed 
to provide the country with a highway system adequate to economically and 
safely transport the peoples and goods of the Nation, especially the defense 
production materials, and to provide these facilities with as little drain upon 
the Nation's supply of critical and controlled materials as possible. This trans- 
portation system includes about 3,300,000 miles of ronds and streets over which 
53 million motor vehicles travel at least half a trillion miles per year. 

The most important part of the system, from an over-all defeiuse standpoint, 
is the interstate system. This is a limited mileage of mui! interstate routes 
connecting the principal metropolitan industrial areas of the country, and on 
it the bulk of the defense material movement occurs. This same system would 
‘arry the greater part of any strategic movement of troops and supplies during 
a defensive action within or adjacent to the country’s borders. It was estab- 
lished by congressional direction (sec. 7, Federal-Aid Highway Act of 1944). 
The remainder of the primary system, which contains about 300,000 miles of the 
primary interstate highways, is also of tremendous importance to the defense 
effort. This system connects the major industrial centers with the smaller 
manufacturing communities, many of which have no means of transport other 
than highways. The remaining roads of the country, although of lesser import- 
ance from a traffic-volume standpoint, are nonetheless of great importance to 
agricultural production, mining production, timber production, and other such 
industries. 

4. During the past year the steel-consuming portion of the highway program 
has been severely curtailed. Many badly needed bridge and grade separation 
structures have been postponed. Some urban projects, vitally necessary to the 
adequate transportation of the Nation’s peoples and goods within and adjacent 
to large cities, have been held in abeyance for the time being in their entirety. 
The quantities of steel required for these projects were so large that to start 
them would have required the discontinuance of work on many projects already 
under way. The same situation exists in regard to limited-access rural rehabili- 
tation work stch as turnpike construction. On the whole, highway rehabilitation 
work requiring structural steel during the past year was limited to work on 
projects that were under way. 

5. The current need for highways is an established fact. Highway transpor- 
tation has become an inseparable part of our national economy. As the national 
production is increased highway transportation will increase with it. An increase 
in highway transportation requires a corresponding rehabilitation of the highway 
system, and without such highway rehabilitation highway transportation cannot 
increase. In addition, highways wear out and rehabilitation is necessary even 
though there is little or no increase in traffic. 

Motor vehicle travel in 1951 amounted to 485,000,000,000 vehicle-miles, more 
than double the travel of 1935. In the 2-year period, 1949 to 1951, motor-vehicle 
travel increased 91,000,000,000 vehicle-miles, an increase that is greater than the 
total travel of 1951. Motor vehicle registration has also doubled since 1935. 
Truck travel on rural roads has almost tripled since 1935. In the same period 
the load carried by trucks on rural roads, measured in ton-mites, increased 
fivefold. 

Motor-vehicle accidents have also increased, from 5,500,000 in 1945 to 8,300,000 
in 1950. The cost of these accidents, as measured by insurance premiums, 
increased 212 percent from 1945 to 1950. The 1950 motor-vehicle insurance bill 
amounted to $2,600,000,000, almost equal to the total State highway-user taxes. 

The present highway system is entirely inadequate for present-day traffic. 
Nearly two-thirds of the Federal-aid system mileage is below tolerable standards 
of adequacy and should be improved. Future increases in traffic will, of course, 
increase the mileage of inadequate roads. 

6. The construction of highways is almost entirely small business. Of 5,501 
Federal-aid highway contracts awarded in 1950 (total value $814,000,000), 27 


oe oe 


percent were for less than $25,000; 43 percent were for less than $50,000; only 
102 contracts, 2 percent, were for more than $1,000,000 each. The 5,501 contracts 
were awarded to 2,204 contractors. 

7. The Joint Committee on Defense Production concurred in, and followed up, 
our request to the Defense Production Administration that the self-certification 
limits for highway construction be raised. Up to the present time, these limits 
have been raised to 25 tons of carbon steel including 2 tons of shape. The Bureau 
of Public Roads has requested additional action to raise the limits to 50 tons of 
carbon steel including 25 tons of shape. This increase in the self-certification 
limits has assisted the Bureau of Public Roads in reducing paper work and has 
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also been of benefit to the small highway contfactor in that he is relieved of the 
necessity of submitting requirements, paper work, and awaiting allocations for 
small jobs. 

8. In the Washington office seven employees are engaged full time and eight 
other other employees employ 65 percent of their working time on this work. 
In the 10 field division offices 20 persons (2 per division) are used on the work 
and in the district offices (a district office is located in each State) about 48 
employees (1 per district) are concerned primarily with the work. 

The American Association of State Highway Officials, a nonprofit organization 
of the chief highway officials of each State, has appointed a special committee to 
advise the Bureau of Public Roads on the over-all allocation of controlled 
materials. This committee is consulted as necessary and is not utilized by any 
other claimant. 

9. The major problem at this time is to obtain, in the first quarter of 1953 or 
as soon thereafter as possible, the structural steel necessary to start the many 
essential highway projects that are now awaiting construction. These projects 
have already been delayed by the low 1952 allotment levels and should be started 
within the very near future. The present first quarter 1953 highway allocation 
provides only a small amount of plate and shape for new construction starts. 
The major part of the present first quarter 1953 allocation will, of necessity, be 
used to carry forward in the first quarter of 1953 those projects that are already 
under way. 

10. In addition to the preceding, which is concerned, for the most part, with the 
difficulties encountered by the Bureau of Public Roads in obtaining an adequate 
supply of steel for the essential highway program, the following additional 
problems have been encountered during the past year’s activities as claimant 
agency : 

(1) The obtaining of mill space for the rolling of cutting edges for grader, 
snow plow, and other highway construction and maintenance equipment. 

(2) The promotion of ferrous-scrap collecting and reporting by the State. 
city, county, and local highway departments 

(3) The alleviation of shortages of other highway construction material 
such as cement. 

(4) The conservation of critical materials through the development of 
substitute designs such as prestressed concrete, and of substitute materials 
for scarce items such as dryers for traffic-line paints. 

(5) The conservation of equipment through the development of radio 
communication systems for the more efficient dispatching, utilization, and 
management of road maintenance equipment. 


MARITIME ADMINISTRATION 


Part I of this report contains a list of programs, with factual summary, com- 
ment on effectiveness, current need, relationship to small business, actions taken 
in response to any recommendations or suggestions of the Joint Committee on 
Defense Production, and current major problems. Part II presents citations of 
authority for programs. Part III reports on personnel engaged in carrying out 
the programs and on the use of advisory committees. 


I. PROGRAMS AND PROGRAM ACHIEVEMENTS 


The Maritime Administration conducts the following programs under authority 
of the Defense Production Act as implemented br Executive orders, depart- 
ment orders and delegations: 


1. Acts as claimant agency for materials for the construction of oceangoing 
merchant ships and shipyards 


The Maritime Administration, as claimant agency under the controlled ma- 
terials plan for all oceangoing merchant-type ship construction, assembles and 
presents to the Defense Production Administration quarterly all (“A Product’) 
steel, copper and aluminum requirements for the present programs. It nego- 
tiates with the Defense Production Administration and the National Production 
Authority for material allocations and directive assistance. 

Programs conducted under delegate authority of the Defense Production Act 
are: (a) 35 Mariner class, C4-S-1la, fast cargo ships of which 20 keels have been 
laid, 9 launched, and none delivered; (0b) 63 private tankers of which 18 keels 
have been laid, 5 launched, and 2 delivered; (c) 3 P2-S1—DN3 troop transports 
of which 1 has been delivered and the other 2 will be completed shortly; (d@) 1 
ore carrier has been completed under a 38-ship authorized program. 
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The Defense Production Admipistration, due to an over-all scarcity of steel, 
has not authorized sufficient materials required for the normal completion of 
ships under construction. Although the ships programed are urgently needed, 
materials shortages have resulted in delays of from 4 months to over 1 year 
on certain ships due principally to the inadequate allocation of steel products. 
The Defense Production Administration, as a matter of policy, has not seen 
fit to designate the Maritime Administration as a defense agency; therefore, 
acting as claimant and delegate agency, the Maritime Administration has been 
unable to extend priorities which would assure scheduled completion of ships. 
Only in the minor field of personnel requirements is the Maritime Administration 
regarded as a defense agency with a priority position. 

The Maritime Administration assembles all data and information indicating 
the number and types of all oceangoing ships in the active merchant marine 
In addition, all the requirements for the operation, maintenance, and repair 
of these ships are transmitted to the National Production Authority and the 
allocation of all materials and components is administered by that organization. 

Completion of ships as scheduled under Maritime Administration shipbuilding 
programs for defense and private operational needs is a current critical 
problem because the Maritime Administration is not authorized to issue materia! 
priorities. To eliminate the problem, the Maritime Administration should be 
classed as a defense agency. Ship constructio=.can be maintained on schedule 
only if the Maritime Administration is authorized to determine priorities for 
shipbuilding materials and components and such materials and components 
are reclassified in the Product Assignment Manual. Those two steps should 
be taken since several industry divisions of the National Production Authority 
have been designated as the claimant authorities for many shipbuilding com- 
ponents. 


2. Claimant agency for materials for shipyard construction 


The Maritime Administration was designated as claimant agency for the 
approval of commercial shipyard construction and allocation of controlled 
materials as of June 7, 1951. Since that time all shipyards in the United 
States and its possessions have been circularized and material requirements 
compiled. To date, all requirements of the industry for controlled materials 
have been met and are now tapering off. 


3. Cooperation with other Government establishments for the efficient operation 
of port facilities 

Several arrangements have been effected granting the temporary use of idle 
Maritime Administration field installations to other Government defense agencies 

The Maritime Administration maintains liaison with port authorities and the 
shipping industry on port matters and with the Defense Transport Administra- 
tion, Office of International Trade, Department of Commerce, Department of 
Defense, and other Government agencies through representation on interagency 
committees, such as the Interagency Committee on Port Utilization. On behalf 
of the several interested Federal agencies, the Maritime Administration main- 
tains on a current basis an inventory of United States port facilities and estimates 
of their capacities. Similarly, the Administration, at the request of the Inter- 
agency Committee on Port Utilization and with the approval of the Office of 
Defense Mobilization Committee on Transportation and Storage, is currently 
undertaking a study of the problems inherent in keeping small ports alive against 
the day their use might be required for national defense purposes. This study 
should also reveal the steps necessary on the part of the Government to insure 
the availability of such ports under emergency conditions. 


4. Dissemination of bid and contract data on behalf of small business 


The Maritime Administration cooperates with the Office of Small Business, 
National Production Authority, in supplying advance information concerning 
purchase requirements to permit small contractors to bid. Notice of contracts 
awarded is disseminated throughout the country for the purpose of permitting 
small businesses the widest opportunity to solicit subcontracts from firms who 
have received Government awards, 

5. Determination of requirements for allocation of merchant ships, scheduling 
of cargo movements, and administration of priorities for transportation 
of cargo 


Under this program the Maritime Administration took a twofold action of (a) 
utilizing to the maximum degree possible the facilities of the privately operated 
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American-flag merchant fleet, and (b) administering, as deficiencies arose in the 
number and type of available privately owned American-flag ships, the utilization 
of Government-owned ships through the appointment of general agents. In this 
latter connection, the general agents selected for operation of Government-owned 
ships were existing private American-flag operators having readily available the 
facilities and “know-how” essential to an efficient and economical operation. 

In connection with the foregoing, the Maritime Administration within its 
organizational structure formulated and instituted such functions, activities, 
policies, regulations, and procedures necessary to the administration of the 
operation and maintenance of ships operating under general agency agreement. 

As of September 30, 1951, 45 general agents were appointed to operate 317 
Government-owned ships. During the period September 30, 1951, through Sep 
tember 8, 1952, the number of general agents was increased to 48, and the number 
of ships assigned to such general agents steadily increased during the first half 
of the reporting period until they aggregated 541. In the last half of the report- 
ing period there has been a steady « ‘line in the volume of bulk cargo shipments, 
primarily coal, to Western Europe. ‘his situation created a surplus of ships in 
relation to over-all cargo requirements and in keeping with the basic policy of 
not using Government-operated ships in competition with privately owned ton- 
nage it was necessary to return to the reserve fleet a substantial number of the 
general agency ships. 

The effectiveness of the Government-owned ships operating under general agency 
agreement is reflected in the following statistics covering the period October 1, 
1951, to September 1, 1952: (a) 76S out-bound voyages were made moving 
7,281,571 long tons of coal; (b) 200 out-bound voyages carried 1,897,737 long 
tons of grain; (c) 21 out-bound voyages were made carrying 153,477 long tons of 
other types of cargo; and (d) 21 cross-trade and in-bound voyages were made 
transporting 194,797 long tons of cross trade, in-bound ore, and strategie stock- 
piling cargoes, 

The foregoing statistics reflect the movement of cargoes under the sponsor- 
ship of the Mutual Security Agency and the General Services Administration, 
but do not include those of the military. 

In administering this program, the Maritime Administration maintains con- 
stant liaison with other Government agencies such as Solid Fuels Administra- 
tion, Defense Production Administration, National Production Authority, and 
Office of International Trade, Department of Commerce. In addition, constant 
contact and liaison is required with foreign-government representatives and rep- 
resentatives of private American-flag operators. 


6. The operation of Government-owned merchant ships by the Military Sea Trans- 
portation Service 

This program involved the administration of 56 ships reactivated and placed 
under general agents for the movement of military cargoes. In addition, 147 
Government-owned merchant ships were operating under bare-boat time charter 
basis by the Military Sea Transportation Service. During the September 30, 
1951, through September 8, 1952, period previously mentioned, these ships were 
redelivered from bare-boat charter and in turn delivered to private American- 
flag operators under General Agency Agreement for continued use in the move- 
ment of military cargoes. 


7. Administration of the provisions of the voluntary plan for the contribution 
of tanker capacity for national-defense requirements 

All owners of United States-flag tankers of 6,000 dead-weight tonnage and 
over, with the exception of two, are participating iu this plan under Maritime 
Administration supervision. This participation represents 99 percent of the 
eligible tonnage. 

During the time mentioned in item 6, above, the tanker requirements, consist- 
ing of a total of 260 voyages for the Military Sea Transportation Service, were 
met promptly and completely. 


8. Acting in liaison to establish priorities and allocations for materials for the 
operation, maintenance, and repair of merchant ships 


The Maritime Administration assembles and presents to the National Pro- 
duction Authority quarterly estimates of costs of ship repair and maintenance, 
including those for reactivation repairs, voyage repairs, and maintenance and 
deactivation repairs. Monthly reports of actual expenditures are also prepared 


in accordance with the requirements of the National Production Authority Di- 
rective M-70. 
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As required, the Maritime Administration assembles estimated materials re- 
quirements of iron, carbon steel, alloy steel, copper, copper alloy, aluminum, 
nickel, ete. 

The Maritime Administration conducts negotiations and liaison with repre- 
sentatives of the Defense Production Administration, National Production Au- 
thority, ship operators, and repair yards for the purpose of facilitating the ob- 
tainment of material priorities and allocations essential to the repair of pri- 
vately owned American-flag ships or Government-owned ships operating under 
general-agency agreement. 

9. General study of oceangoing transportation 

The Maritime Administration assembles, analyzes, and submits periodic re- 
ports on the general transportation situation to the Executive Office of the 
President, Office of Defense Mobilization, of estimated requirements of ocean 
borne transportation and availability of shipping space. This report covers the 


principal commodity groups and trade areas and includes requirements of the 
military. 


10. Administration of controls to prevent American-flag ships from trading with 
Communist China 


The responsibility for administering regulations banning United States-flag 
ships from trading with Communist China was transferred to the Maritime Ad- 
ministration as of April 2, 1951. American shipowners and operators have given 
their whole-hearted support in making these regulations effective. Measures are 
being taken through State Department channels to control trade with Communist 
China by foreign ships owned by corporations in which American citizens have a 
financial interest. 

11. Defense loans 


The purpose of the defense-loan program is to encourage the expansion of 
defense facilities as an incentive to induce adequate expansion. The Maritime 
Administration has one application pending for a defense loan amounting to 
$6,000,000. No other loan applications have been submitted to the Administration. 


Il. CITATIONS OF AUTHORITY 


The Maritime Administration derives its authority to conduct the above pro- 
grams from the authorities listed in the general introduction to the Department 
of Commerce Report to the Joint Committee on Defense Production and to the 
following sources not listed in the general introduction: 

1. NPA Delegation 14, as amended, dated March 6, 1952. 


2. Statement of organization and function of, and delegations to the Mari 
time Administration, DO 117 (amended) effective April 24, 1951; DO 
117 (amended) (amendment 1), effective August 22, 1952. 


tedelegation of Authorities to the Director, National Shipping-Authority, 
Administrator’s Order 546 (amended) effective February 11, 1952. 


Ill, PERSONNEL AND ADVISORY COMMITTEES 


1. Personnel 


During the 12 months’ period ending August 31, 1952, there were on duty in 
the organizational components of Maritime Administration employees represent 
ing a total of approximately 62 man-years of work responsible for the conduct 
of defense activities under the Defense Production Act of 1950. This Adminis 
tration also provided one or more members or alternates and observers on seven 
interdepartmental and two intradepartmental committees directly related to 
activities under the Defense Production Act of 1950. Supplementing the assist- 
ance rendered under authority of the Defense Production Act as indicated above, 
an undetermined number of Maritime employees have performed various services 
related to these defense activities as a necessary addition to their normal peace- 
time duties. Due to the nature of their assignments, it is not feasible to furnish 
more specific information in this regard measured in man-years. 

2. Advisory committees 

The Tanker Requirements Committee was established by the Maritime Ad- 
ministration to assist in the administration of the voluntary plan for the con- 
tribution of tanker capacity for national-defense requirements. The members of 
this Committee were appointed by the Maritime Administration in accordance 
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with the standards of section 701 (b) (ii) of the Defense Production Act of 
1950 and represent independent small and medium as well as large business 
enterprises in the tanker industry. 
The Maritime Administration has membership on the following interagency 
committees : 
Defense Materials Operating Committee 
Interdepartmental Port Utilization Committee 
Joint Military Transportation Committee 
Foreign Petroleum Committee 
Interagency Coal Committee 
Interagency Food Committee 
Civil Defense Transportation Committee 
Interdepartmental Committee on Foreign Travel Policy 
Committee for Conservation of Critical Materials 
The Maritime Administration also holds membership along with other Federal 
agencies and representatives of foreign governments on the Ship Planning 
Committee. 
OFFICE OF INTERNATIONAL TRADE 


1. The Office of International Trade has two main programs under the Defense 
Production Act : Export control and claimancy for controlled materials for export. 

2. The authority for these programs is contained in National Production 
Authority Orders M—46, M-78 and M-79 and Defense Production Administra- 
tion Order No. 1, which were issued under authority of the Defense Production 
Act. DPA Order No, 1 states that the Office of International Trade shall pre- 
pare and present the requirements with regard to all exports not elsewhere 
designated in the order. The Mutual Security Agency, which has claimant 
responsibility for the foreign countries in which it has a program, shares the 
export-claimancy responsibilities with the Office of International Trade. 

3. Export control program.—A number of precurement-assistance programs 
are operated in order to assure the export of materials for which export alloca- 
tions are obtained. Under the National Production Authority Order M—79 dated 
August 9, 1951, manufacturers of maintenance, repair, and operating supplies 
are required to make available for export a portion of their production. The 
lesson learned in World War II was heeded in the decision of the National Pro- 
duction Authority to make the provision of adequate repair and replacement 
parts one of the first calls upon available supplies. The principle of granting 
rating authority to domestic manufacturers and other users of repair parts 
was extended in slightly different form by the issuance of M—79 to insure that 
American-made machinery located in friendly foreign countries should be kept 
in operation, even though their requirements for new machinery could not be 
fully met. This order has assured the availability of maintenance, repair, and 
operating supplies for foreign users at approximately the level of 1950 ship 
ments. 

Recognition was given to the vital importance of the world production pro- 
gram of petroleum, and also to mines located in foreign countries producing 
materials of strategic importance to the free world. Specially tailored programs 
were provided to give priorities assistance to foreign petroleum operators and 
to operators of foreign mines whose production had been identified as of im- 
portance to the mutual defense effort. These programs were developed in col- 
laboration with the National Production Authority, the Mutual Security Agency, 
the Petroleum Administration for Defense (in the case of the petroleum pro 
gram) and the Defense Materials Procurement Age icy (in the case of foreign 
mines), and were incorporated in the National Production Authority Orders 
M-46 and M-78, respectively. These orders partake to some extent of the “s 
certification” devices commonly used for domestic requirements of essential 
industry ; further priorities assistance not included under these orders has been 
provided under the joint auspices of the interested agencies. 

Between four and five million dollars’ worth of maintenance, repair, and oper 
ating supplies needed by foreign commercial aircraft have been made avyail- 
able with priorities assistance each quarter, through ratings issued by the Office 
of International Trade under its delegation of authority from the Civil Aero 
nautics Administration. 

Another form of supply assistance which has been important in meeting the 
needs of friendly foreign countries is the production-scheduling technique gen- 
erally applied to heavy equipment where the number of manufacturers is small 
and the lead-time long. Trucks, busses, freight cars, passenger cars, trolleys. 


if 
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trailers, locomotives have been made available for export under programs man- 
aged jointly by the Office of International Trade and the National Pro- 
duction Authority. The Office of International Trade has been responsible for 
estimating minimum foreign needs substantially in advance of the time when 
delivery is required, and for determining the relative essentiality of the many 
foreign demands upon the productive capacity of the United States transporta- 
tion industry. Heavy electrical equipment, so vital to the maintenance and 
development of foreign economies which are so many years behind the 
United States in adequacy of power supply, has been scheduled for friendly for- 
eign countries through the Office of International Trade’s programing and re- 
quirements work in conjunction with the Mutual Security Agency and the Na- 
tional Production Authority. 

Exporters in friendly foreign countries also may apply for special priority 
assistance for materials or equipment to be used for essential purposes. These 
purposes may be for the production abroad of strategic materials to be shipped 
to the United States or other friendly countries or for the maintenance or 
development of the basic economy of the importing country. Applications for 
this assistance for the Office of International Trade countries are made to the 
Office of International Trade. The latter transmits to the National Produc 
tion Authority those cases which are believed deserving of special assistance with 
a recommendation for rating, directive, or other needed action. Requests for 
special assistance to obtain machinery, electrical equipment, and machine tools 
formed a large part of this program. During the year ending June 30, 1952, 
approximately 3,000 requests for spot assistance were approved by the Office 
of International Trade and sent to the National Production Authority. The 
value of the materials covered by the Office of International Trade and Mutua! 
Security Agency during this period was between $350,000,000 and $400,000,000. 

In addition to the provision for spot assistance, the Office of Internation! 
Trade takes part in a program to provide needed priority assistance on a 
project basis. When a large foreign enterprise will require substantial amounts 
of scarce material and equipment from the United States according to a fixed 
delivery schedule in order to create a complete functioning unit, it has usually 
been advisable to assess the importance of the entire project on an over-all basis 
rather than to make “spot” decisions whether to give ratings to specific 
items of machinery or other needed materials. Under this program, applica 
tions are made to the Office of International Trade for supply assistance to cover 
the building of an entire steel mill, chemical plant, or other similar endeavor 
After consideration of all aspects of the enterprise, the Office of Internationa! 
Trade may sponsor the project before the Foreign Facilities Committee of the 
National Production Authority. This committee functions as advisory to the 
National Production Authority and may recommend the granting of priority 
assistance for the entire enterprise. Under this program the Office of Inter- 
national Trade has obtained priority for such projects as the building of pharma- 
ceutical plants in Brazil and India; building and modernization of steel plants 
in Mexico, Chile, Brazil, and Japan; chemical plants in Venezuela ; mining enter 
pr'ses in Venezuela and Chile; railway development in Spain. 

In recent weeks, recognizing the imminent return of the economy to a pattern 
of normal distribution without the use of government controls, a special program 
has been developed in cooperation with the Munitions Board and other interested 
agencies to provide priorities assistance, on a case-by-case basis, on materials 
needed by other countries in furthering the joint defense effort. This program 
will make available a C-€ rating, comparable in value to ratings employed for 
the United States military program, which will be used sparingly to fill direct 
military needs of friendly countries. This is undoubtedly the export program 
which will remain in effect longest, through the period when priorities are used 
only for the military program. 


CLAIMANCY FOR CONTROLLED MATERIALS FOR EXPORT 


The Office of International Trade responsibility resulting from this order in 
yolves the preparation, analysis, and presentation of requirements information 
for 61 countries. This work involves the gathering of requirements data from 
abroad and from domestic sources; analysis of the assembled data; preparation 
of justification for export requirements; and presentation of the screened r¢ 
quirements for the obtaining of the export allocation. When the export total 
allocation has been determined, there remains the task of dividing the export 
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share among the many countries for which the Office of International Trade 
has claimant responsibility, and further, of effecting an equitable distribution 
among the United States export community to applicants filing under the quotas. 

In performing its claimancy functions, the Office of International Trade Coop 
erates particularly closely with the Mutual Security Agency and the State Depart- 
ment. These agencies have a special interest, as does the Office of International 
Trade, in the adequate fulfilling of the requirements of friendly foreign countries. 

Under the Controlled Materials Plan the Office of International Trade prepares 
and submits export requirements data to the Defense Production Administration 
for export allocations of steel, copper, and aluminum. In this program, the 
Office of International Trade operates under a delegation of authority from the 
National Production Authority and assigns to exporters the right to use W-2 
and W-4 allotment symbols through a legend stamped on the face of the export 
license, thus providing the exporter simultaneously with permission to purchase 
and permission to export. 

4. Under the various Office of International Trade claimancy, requirements, 
and priority programs, the needs of friendly foreign countries .can be said to 
have been generally satisfactorily filled. There have been, and continue to be, 
difficulties with some commodities and types of machinery, exports of which have 
not filled all requirements. However, essential foreign industries have been 
maintained and expanded; power facilities and transportation system factories 
and services abroad have received adequate maintenance, repair, and operating 
supplies; and there has been provision for a considerable degree of continued 
economic development. 

5. The period of short supply and of limited export quotas through which 
we have just been passing obviously necessitated appropriate adjustment of 
licensing techniques and procedures. New criteria and procedures were de- 
veloped to assure that the essential needs of foreign countries were met through 
optimum use of quotas, while maintaining to the extent possible the normal 
pattern of United States export trade with a minimum of restraint. Special 
attention was paid to the question of price on license applications. This prob- 
em becomes acute during periods of scarcity, emphasizing the responsibility of 
the Office of International Trade to assure delivery of needed materials at reason- 
able price levels. Requirements for evidence of accepted order, and evidence of 
availability of the material covered by the license application were instituted in 
order to permit proper distribution of the quotas of some commodities. Time- 
table licensing, requiring the submission of applications for particular com- 
modities at a stated period each quarter, was also effective in making best use 
of export quotas. Where oversubscription against quotas was heaviest, the 
tried and tested device of “historical licensing’ was adopted. This resulted in 
each exporter’s receiving the approximate percentage of the current quota which 
he exported in a selected recent period of uncontrolled trade, in relation to total 
United States exports during that period. The aim under historical licensing 
is to maintain for each exporter approximately the same position in the trade 
which he was able to achieve under conditions of free enterprise so that he will 
not suffer—nor profit—competitively because of temporary quota controls which 
the supply situation has forced upon the export trade. 

The general improvement in the supply situation of materials and machinery 
in recent months has resulted in a declining need for the several supply assist- 
ance programs undertaken by the Office of International Trade. This declining 
need has been reflected in a diminishing number of applications for spot assist- 
ance and project priority assistance requests. It is evident that exporters 
are having in general less difficulty in securing de iveries from manufacturers. 
However, a few troublesome commodities and finished products continue to 
require special attention. 

As regards controlled materials—steel, aluminum, and copper—the problems 
also have recently become less acute as supply has improved. An exception must 
be made, however, to the situation as regards steel, which was worsened as a 
result of the work stoppage. Nevertheless it is generally believed that within 
the next year there will be a declining need for this program. 

6. In setting export quotas, allowance is made for newcomers to the field, and 
to permit some increase in their activities as they demonstrate their ability to 
fulfill export licenses. This allowance is of particular benefit to small businesses 
newly entering the export trade. 

7. In view of the special interest shown by the Joint Committee on Defense 
Production in the export of strategic materials, the Office of International Trade 
reports that it has in the past year very substantially developed and refined its 
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security controls designed to assure that materials and equipment produced in 
the free world are not made available to build up the war potential of the 
Soviet bloc. Vigorous measures have been taken to ensure that scarce ma- 
terials and equipment licenses for exports are actually used for the purpose and 
in the country to which they have been licensed. Through continuous analysis 
of the devious channels of international trade, reexport, and transshipment- 
through increasing its destination control as to the final end use of materials 
exported from the United States—through the pervasive activities of its en- 
forcement staff, the Office of International Trade has greatly increased the 
effectiveness of its strategic controls. 

8. At the present time the Office of International Trade employs 37 persons, 
all full time, who are paid with funds provided under the Defense Production 
Act. This compares with 50 persons so paid at the time of the previous report 
to the committee. 

Advisory panels and committees established under the Export Control Act of 
1949 provide the Office of International Trade with trade advice insofar as 
needed for the performance of the functions described above. The method by 
which the membership on these committees is selected, and names in which they 
operate conform with those approved by the Department of Justice. 

9. In view of the generally improving supply situation the major problems now 
confronting the Office of International Trade are those of maintaining adequate 
claimancy and supply assistance programs for those commodities and finished 
products for which supplies remain inadequate. The problem of assuring that 
export needs are properly considered as domestic restrictions are relaxed also 
remains to be solved. 

CiviL AERONAUTICS ADMINISTRATION 


1. There are four major civil aviation programs conducted by the Civil 
Aeronautics Administration under authority of the Defense Production Act. 
These programs relate to the allocation of materials required to support the 
manufacture, construction, and maintenance of (a) air carrier aircraft, (b) 
nonair carrier aircraft, (c) civil airports, and (d) Federal airways and support- 
ing units. 

2. The CAA programs are administered by the Office of Aviation Defense 
Requirements which functions under authority of CAA General Order 14. This 
order is based on Department Order 128, as amended and supplemented. Depart 
ment Order 128 and its supplements stem from Executive Orders 10161, 10200, 
10219, Defense Production Administration Order 1 of May 24, 1951, NPA Delega 
tion of Authority No. 14, as amended, and Revised CMP Regulation 6 (Construc 
tion). In addition, the CAA is functioning under NPA Delegatjon 6 and NPA 
Policy Memoranda No. 1. 

3. A factual summary of the four CAA programs is as follows: 

(a) Air carrier aircraft.—This program consists of two parts. The first part 
deals with the establishing of production schedules for the manufacture of civil 
air carrier aircraft and the second part deals with the maintenance, repair, and 
operating supplies for air carrier aircraft. 

With respect to the first part, the CAA, acting as the coordinating agency for 
the Air Coordinating Committee, prepares and submits requirements for new 
civil aircraft for both United States and foreign carriers to ACC. ACC, in turn, 
submits these requirements, based on aircraft units, to DPA for an approval of 
the production program to be used as a basis for controlled material allotments 
to implement the scheduled production. This involves the cooperative action 
with the various claimant agencies submitting requirements to ACC such as the 
CAB, Canadian Division of NPA, OIT, and MSA. Insaddition, the CAA provides 
estimates of materials needed for manufacture of carrier aircraft and partici 
pates with the Aircraft Division of NPA in the presentation of these require 
ments to DPA. 

With respect to the second part which concerns the maintenance, repair, and 
operating supplies for aircraft operated by air carriers, the CAA in exercising 
its claimant agency responsibilities 

(1) Presents requirements for allotments of controlled materials to DPA; 
(2) Obtains priority ratings which provide priority assistance to air 
carriers equivalent to, that made available to military organizations. 

The CAA administers the granting of allotments and priority ratings to United 
States carriers and maintains control of allotments and priorities for foreign air 
carriers through coordination with OIT and MSA. 
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During the past year, an additional program to supplement the second part 
of this program was established to assist United States air carriers in cases of 
emergency to obtain spare parts, including engines and propellers, through the 
Air Force. This program, known as the emergency repair parts program, 
was brought about by agreement with the Under Secretary of the Air Force and 
the Administrator of Civil Aeronautics to meet the United States air carrier 
operators, needs either by diversion from an Air Force (Navy) procurement 
source, by outright sale by the Air Force (Navy), or by sale conditioned on 
return of repairable parts to the Air Force. 

(b) Nonair carrier aircraft—The CAA collects aircraft requirements in terms 
of aircraft units for defense-supporting civil activities such as executive, agri- 
cultural, and industrial flying. These requirements are submitted to ACC and 
are subsequently approved by DPA. As in the case of carriers, the CAA provides 
estimates of materials needed for manufacture of nonair carrier aircraft and 
participates with the Aircraft Division of NPA in the presentation of these 
requirements to DPA. 

(ce) Civil airports—The CAA collects requirements from project owners, 
presents such requirements to DPA, and receives program determinations from 
DPA. Authorizations to commence construction together with allotments and 
priorities are issued to airport owners after appropriate screening in light of 
defense and civil needs. 

(d) Federal airways.—The Office of Aviation Defense Requirements adminis 
ters the collection of requirements submitted by the various segments of CAA 
for the establishment and maintenance of Federal Airways System as well as the 
Air Navigation Development Board and Aeronautical Radio, Ine., and presents 
such requirements to DPA for issuance of program determinations. The budget- 
ing of allotments including accounting control and the issuance of priority 
authority to the various segments of the CAA for the Federal Airways System 
are carried out by the Office of Aviation Defense Requirements. 

In connection with all of the above programs, the Office of Aviation Defense 
Requirements acts as the liaison agency within the CAA for contact with other 
defense agencies such as NPA and the Defense Department when necessary to 
obtain special materials and priorities for claimants. 

+. The effectiveness applicable to each of the programs set forth in subpara- 
graphs (a), (b), (¢), and (d) of paragraph 3 above is set forth below, program 
by program : 

(a) Air carrier aircraft.—With respect to the production program for new 
aircraft, approval was granted for the production of 565 air carrier aircaft for 
the period July 1, 1952, through June 30, 1954. Under previous approval about 
175 carrier aircraft were produced and delivered to United States and foreign 
air carriers from January 1951 to July 1952. 

With respect to maintenance, repair, and operating supplies for air carrier 
aircraft, the designated officials in each of the air carriers were authorized to 
apply defense order ratings and allotments to purchase orders for MRO supplies 
and controlled materials required. Ninety-two United States and twenty-five 
foreign air carriers participated in this program. An adequate allotment of 
controlled materials to meet the needs of these carriers was made and DO rat- 
ings to the extent of approximately $60,000,000 each quarter were applied by the 
air carriers during the last fiscal year. In addition, the Office of Aviation De- 
fense Requirements, based upon applications received from air carriers, has 
obtained many hundreds of items of spare parts, including complete engines, 
through the Air Force for the civilian carriers under the emergency spare parts 
program. 

Directives have been obtained from NPA-for production machinery and spare 
parts where normal procedures failed to obtain delivery before grounding of 
aircraft. 

(b) Nonair carrier aircraft—As a result of the sponsorship of the CAA, a 
production program was approved which reasonably insures the availability of 
materials for the manufacture of 5,081 aircraft in 1953 and 5,486 in 1954, thus 
contributing to the stability of aircraft production output which is so important 
to the continuation of essential nonair carrier civil aviation. 

(ec) Civil airports.—After careful screening of applications for authorization 
to commence construction, the Office of Aviation Defense Requirements, during 
the fiseal year 1952, issued 780 civil airport construction authorizations. Of this 
number, 561 authorizations were for new projects while 219 covered increased 
amounts for projects previously authorized or rescheduled. The CAA has 
handled the entire construction program for civil airports, thus relieving the 

24564—-52—__14 
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NPA Construction Division of many technical problems pertaining to airport 
construction. 

(d) Federal airways.—Acting as the claimant for the Federal airways and 
supporting units programs for the CAA, the Office of Aviation Defense Require- 
ments made available allotments for the establishment of new air navigation 
facilities and also for maintenance purposes in amounts necessary to carry on 
the air navigation facilities of the CAA. Included in this program there were 
89 construction projects authorized after appropriate screening for defense and 
civil needs. 

In each of the programs outlined above, the CAA rendered spot assistance 
through NPA or other defense agencies, as the case might require, where normal 
allotment or priority procedures failed to accomplish needed procurement. 

5. So long as controls are necessary to assure that the defense and defense 
related programs are met, the programs for which the CAA is responsible, as 
detined above, should be continued. The military services as well as the defenses 
production agencies agree that all four of these programs are most important to 
the preparedness program. For this reason, claimants involved in each of the 
programs should continue to be represented in an effort to assure proper allot- 
ment and priority assistance. By use of personnel in other CAA offices, a 
relatively small number of people has been able to handle these programs to the 
satisfaction of the industry and other parties represented by this activity. 

An example of representation and service may be found in the civil airports 
program, where potential assistance is available to the owners and users of ap- 
proximately 5,000 airports throughout the United States. As stated previously, 
approximately 800 authorizations, including allotments and priorities, were issued 
during the past year. 

In the case of carrier and nonair carrier aircraft, it is felt that appropriate 
representation of the civil interests must be afforded until such time as militar) 
aircraft production ceases to affect availability of aircraft and parts for defense- 
supporting aviation. 

6. Except for some of the large air carriers, aircraft manufacturers and elec- 
tronic manufacturers, the claimant agency function performed by the CAA under 
the Defense Production Act affects a multitude of small business enterprises 
which have received equal treatment and have been provided with assistance 
and encouragement in the construction of airports, manufacture of electronic 
equipment, aircraft, and parts. Had it not been for the continued production of 
nonair carrier aircraft, many small distributors and fixed-base operators would 
have been forced out of business for lack of product to sell as well as lack of 
spare parts to maintain existing equipment. 

It should be noted that municipalities and other local governments operating 
airports, many of which are small, have been materially assisted by the CAA 
civil airport program. 

7. The present personnel complement of the Office of Aviation Defense Require- 
ments consists of 25 classified employees engaged in the claimant agency activi- 
ties resulting from the defense production program. At the inception of the 
Controlled Materials Plan, it was contemplated that a total personnel comple- 
ment of 67 would be required in the CAA to carry out its claimant agency re- 
sponsibilities delegated under the Defense Production Act. During the fiscal! 
year 1952, the staif of the Office of Aviation Defense Requirements reached an 
approved staffing of 31 in the Office of Aviation Defense Requirements, with 10 
other full-time positions in Washington and throughout the field. At the present 
time, as stated above, the total complement for the Office of Aviation Defense 
Requirements is 25 with only 1 other full-time position in other CAA offices. This 
reduction in personnel engaged in this activity has been possible through the 
improvement of procedures and organization and the dissemination of informa- 
tion throughout the CAA to participating offices. 

No advisory committees in this activity have been established within the CAA. 

8. There are four major problems confronting the CAA as follows: 

(a) The continued production of military aircraft and related equipment, 
especially in the electronics field, continues to affect the flow of civil aircraft and 
components, This requires aggressive planning on the part of CAA to assure 
that the reserve of air carrier aircraft, agricultural and executive aircraft, to- 
gether with necessary parts and electronic equipment, will be continued as defense 
supporting functions, ‘This is especially true in the air carrier field where plans 
have been established whereby a substantial portion of the air carrier fleet is to 
be made available for military operations in case of full mobilization. 
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(b) A second problem which seems to be prevalent in the operation of each of 
the programs set forth in this report is the inability of claimants to obtain 
delivery of controlled materials during the quarter for which allotments have 
been requested and made. This required continual spot assistance by the Office 
of Aviation Defense Requirements. 

(c) A particular problem has arisen in obtaining materials and equipment for 
the Federal Airways System with the allotment symbol which has been assigned 
by DPA and NPA for this purpose. The allotment and rating symbols, J-5 and 
J-6, do not accomplish delivery of materials in many cases due to the overriding 
of military symbols 

(d) In light of potential shortages of aviation fuels, continued liaison will be 
necessary with other claimant agencies, such as the Petroleum Administration for 
Defense, to assure adequate planning for supplies to meet the industry’s expanding 
requirements. 

INpusTRY EVALUATION BOARD 


1. The Board screens industrial resources, identifying the critical facilities 
upon which defense mobilization, war production, and the essential civilian 
economy depend. The Board reports its findings to appropriate government 
agencies for use in plans, programs, and actions for greater security of the 
production base, physical plant protection, and the conservation of funds, man- 
power, equipment, and other essential resources. The Board’s findings are 
applicable to such matters as physical plant protection ; reduction of vulnerability 
through (@) reduction of geographical and productive concentrations, (0) stock- 
piling, (c) production expansion for essential materials and other means; civil 
defense activities; continuity of industrial operation during attack; postattack 
recuperation and restoration of industry; countersubversive activities; and: to 
matters of priorities and allocations. 

2. The authority for the Board’s activities consists of— 

(a) Presidential directive (classified “secret’”) pursuant to recommenda- 
tions by the National Security Council under the National Security Act of 
1947, as amended; Defense Production Act of 1950, and Executive Order 
No. 10161. 

(b) Department of Commerce Order No. 129, effective January 10, 1951, 
copy of which was attached to the report filed with the Joint Committee on 
Defense Production, October 8, 1951. 

3. (a) This is an interdepartmental Board consisting of representatives of 
the Departments of Commerce, Defense, and Interior; the Atemic Energy Com- 
mission ; Federal Civil Defense Administration ; the National Security Resources 
Board (observer) ; the Defense Production Administration (ad hoc) ; and occa- 
sionally other agencies on an ad hoc basis. 

(b) Under the Presidential directive, any agency which can assist the Industry 
Evaluation Board by providing requisite economic or other industrial information 
is required to do so. The Industry Evaluation Board relies upon the National 
Production Authority, the Defense Production Administration, the Department of 
Defense, the Atomic Energy Commission, and other agencies for the factual 
data upon which the evaluation of key facilities is made. In the Industry 
Evaluation Board program much of the analytical work has to be done through 
contractual services or other cooperative arrangements with specialized agencies. 
Included in this procedure are interagency task committees, composed of experts 
on specific industries, which have been assisting the Industry Evaluation Board 
staff in its identification and evaluation of critical facilities in such industries 
as electric power, railroads, other means of transpd. tation, communications, ete. 
For example, 10 Government agences furnished 43 technical experts for aspects 
of the study in which they were specially qualified to assist the Industry Evalua- 
tion Board in its analysis of the electric power industry. 

(c) Agencies which are responsible for industrial security guidance or super- 
vision rely upon the Industry Evaluation Board to inform them as to which indus- 
trial facilities are of such significance to defense as to require special security 
suidance or supervision. As an equally important function, the Board furnishes 
other Federal agencies with information on a need-to-know basis in connection 
with matters such as those described in paragraph 1 above. The Board has 
acted to provide this service in response to a number of requests made to it by 
other agencies. 

4. The Board and its staff are working in close relationship with a number of 
Federal agencies. Many of the more important instances of effective utilization 
of IEB findings are in connection with programs of these agencies in the field of 
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industrial security. The findings of the Board are made available with careful 
regard to the security aspects, in the degree of detail most suited to the needs of 
each requesting agency. These agencies include: Executive Office of the Presi- 
dent—Bureau of the Budget; National Security Council, National Security Re- 
sources Board, Office of Defense Mobilization ; Department of State; Department 
of Defense; United States Air Force, Air Targets Division; Federal Bureau of 
Investigation; Department of the Interior; National Production Authority; 
Atomic Energy Commission; Defense Production Administration ; Facilities Pro- 
tection Board; Federal Power Commission; and Mutual Security Agency. 

Because all of the Board’s reports and findings, including its semimonthly 
progress report, must be classified “security information—secret” or higher, 
its program and forecasted workload are stated in general terms. The Board 
has completed 8 industrial analysis projects which considered more than 20,000 
facilities of specified types in the electric power industry. The Board’s staff 
has in progress industrial analysis projects covering such nonmanufacturing 
services as railroads, petroleum and gas pipelines, communications, highways, 
and inland waterways.+ In the manufacturing field, the Board has completed 
industrial analysis projects in such broad segments as the chemical, petroleum, 
pharmaceutical, metal mining and primary metals, machine tool, electrical and 
electronic, aircraft, and other industries. The results of these studies are being 
utilized extensively by Government agencies concerned with adequate supply 
of the products of these industries in any national emergency. 

5. The need for the program is indicated by the National Security Council 
recommendations pursuant to which the Board was established. The accom- 
plishment of the Board’s mission, in identifying the vital facilities in the Nation’s 
industrial base for the purposes stated in paragraph 1, is of the highest impor- 
tance to the security of the United States. 

6. Some of the findings of the ITEB, as they are reported to and are used by 
other agencies in their program decisions, can affect small business. 

7. Advisory committees are not used in connection with the Board's program. 
Staff personnel as of September 1, 1952, include 26 classified, 1 w. o. c. and 2 
W. a. e. employees. 

8. The Board, with its limited staff and budget, depends upon other agencies 
for its basic data and for much of the detailed preparatory work. The progress 
of the work, in many instances, could be greatly expedited if funds were avail- 
able to reimburse other agencies for services performed in response to IEB 
requests. 


OFFICE OF UNDER SECRETARY FOR TRANSPORTATION 


1. The Under Secretary serves as principal adviser to the Secretary of Com- 
merce on all policy matters concerning transportation within the Department. 
In this capacity, he exercises general policy guidance over all departmental trans- 
portation activities to assure program consistency. This does not embrace regu- 
latory or operational functions with the exception of the activities of the civil 
aviation mobilization staff. Primary emphasis is placed on mobilization plan- 
ning and cooperation in this field with existing regulatory and operating agencies. 
Such planning includes the mobilization of all forms of transportation, falling 
within the purview of the Department, to meet the present national emergency. 

2. The Under Secretary for Transportation, in Department of Commerce Order 
No. 128 (amended) dated August 6, 1951, was delegated power and authority 
conferred on the Secretary of Commerce by Executive Orders 10161 and 10200 
(and Defense Production Delegation 1, as amended), and Executive Order 10219 
with respect to air transportation, and intercoastal, coastwise and oversea ship- 
ping, including their use. In addition, the Under Secretary was delegated au- 
thority to act as claimant nnder DPA Administration Order No. 1 of May 24, 1951, 
with respect to transportation programs of the Maritime Administration, the 
Bureau of Public Roads, the -.Civil Aeronautics Administration and the Civil 
Aeronautics Board. The Under Secretary is further responsible under NPA 
Order M-—4 (Construction) as amended, for processing applications and was 
delegated the functions set forth in NPA Delegation No. 14, as amended July 11, 
1951. The Under Secretary also is assigned the function of authorizing con- 
struction schedules of prime contractors in accordance with CMP Regulation 6 
and the making of allotments and the assignment of ratings as described in par- 
agraph 5 of NPA Delegation No. 14, as amended July 11, 1951. 

The Under Secretary was delegated the authority to perform the functions of 
the Defense Air Transportation Administration established by Department 
Order No. 137. 
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The Under Secretary, in accordance with the authority vested in him, has 
redelegated claimant responsibilities, processing of applications, authorization 
of construction schedules of prime contractors, the making of allotments and 
assignment of ratings, to the appropriate transportation agencies within the 
Department. 

3 and 4. General programs.—The Under Secretary for Transportation is chair- 
man of the Defense Transportation and Storage Committee of the Office of 
Detense Mobilization. This committee, made up of practical transportation 
men, considers the many problems incident to mobilizing the transport industry 
and advises the Director of Defense Mobilization on problenis relating to deitense 
transportation and storage. 

The Under Secretary for Transportation is a member of the Mobilization 
Executive Staff and as such acts as an adviser to the Director of Defense 
Mobilization. 

Representatives from the Office of the Under Secretary for Transportation 
serve as members on the Defense Production Administration Requirements 
Committee and the Defense Production Administration Program Adjustment 
Committee. These two committees are responsible for the allocation of strategic 
materials throughout the economy. It is the duty of the members from this Office 
to see that needs of transportation are carefully presented and receive proper 
consideration. This Office also provides membership on approximately 20 
National Production Authority division requirements committees, the most 
important from standpoint of transportation being Railroad Equipment Divi- 
sion, Motor Vehicle Division, Ordnance and Shipbuilding Division, and Aircraft 
Division. Coordinating the work of various claimant agencies has developed 
reasonable and justifiable programs in various fields of transportation, all of 
which are necessary to assure transportation adequate for an emergency. 

Proposed legislation pertaining to all phases of transportation is reviewed 
and analyzed by this Office, with particular emphasis on the effect of this 
legislation on the national transportation system in meeting requirements of 
the defense program. 

Other activities of this organization, briefly stated, are: Working with the 
Department of Defense in establishing an air-priority system to insure move- 
ment of the most essential traffic in event of war; cooperating with the airlines 
and the aviation industry in general in working out a current survey of man- 
power needs in event of an emergency; cooperating with other Government 
agencies, airline representatives, and insurance underwriters in formulating 
a stand-by war risk insurance program in accordance with Public Law 47; 
processing air-transportation applications for accelerated amortization with 
recommendations to the Defense Production Administration, and currently 
working on principles for handling loan applications from private individuals 
under the Defense Production Act of 1950. 


PROGRAMS OF DEFENSE AIR TRANSPORTATION ADMINISTRATION 


\llocation of aircraft for military and civil use 


In line with the functions assigned to it by Department of Commerce Order 
No. 137, the Defense Air Transportation Administration has allocated 297 
specific four-engined aircraft to be available for military strategic support on 
iS-hour notice. 

DATA has assisted in the prototype program which involves the physical 
modification of the four major types of four-engined aircraft. It will also assist 
in expediting the signature of contracts and the’ completion of the modification 
program. It will also help in working out contracts between the airlines and 
the Department of Defense for the use of the Civil Reserve Air Fleet in wartime, 
if necessary. 

As changes occur in the requirements of the Department of Defense and in the 
inventory of aircraft operated by the civil air carriers, there will be changes in 
the composition of the CRAF, DATA has the continuing role of reviewing the 
need for such changes. 

Air priorities 

The Department of Commerce and the Department of Defense, with the ap- 
proval of ODM and the Bureau of the Budget, have agreed on a single world-wide 
air priorities system to be used in the event of war. An Air Priorities Board 
has been created for this purpose. The Administrator of DATA is the Depart- 
ment of Commerce member of the two-man Board. A representative of DATA is 
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on the Board’s Working Group which is presently drawing up a proposed directive 
and manual for the detailed operation of a wartime priorities system. 

Under this system, the policies for passenger and cargo priorities will be set 
by the Board, to be administered by a Director of Air Priorities within th« 
Department of Defense. This Director will make uniform application of prior 
ities directives to all air transport, including civil and military, internationa! 
and domestic, except military aircraft specifically excluded by the Secretary of 
Defense. 

DATA is also working out specific measures with the Federal Civil Defense 
Administration to insure adequate handling of that agency’s requirements, and 
such arrangements will be submitted to the Air Priorities Board for inclusion 
in its jurisdiction. 

Defense loans and accelerated tar amortization 

These two programs have as their objective the expansion of air-transportation 
facilities to the extent required for war mobilization. In working out the expan 
sion goal, DATA has adopted the goals of the claimant agencies as recommended 
by the Air Coordinating Committee and approved by DPA. The current expan 
sion goal for aircraft is 600 planes for delivery between April 1, 1951, and 
December 31, 1954. 

These programs have the support of the Department of Defense. That Depart- 
ment stated that it favors the build-up, on an economically feasible basis, of a 
strong potential reserve of civil aircraft, readily available and adaptable to meet 
the over-all needs of national defense. It also regards an adequate reservoir 
of modern civil air transports, developed through private initiative, to be an 
essential element of national defense, and it considers the further strengthening 
of the civil air fleet along healthy economic lines through defense loans and 
accelerated amortization to he in accord with sound national policy. 

5. All programs of the Office of the Under Secretary for Transportation wil! 
have to be continued until completed. Claimancy functions will continue as long 
as materials are controlled. The program of DATA is less than a year old and 
is not yet complete. Other defense planning and interagency cooperation pro- 
grams of this Office must continue as long as defense mobilization continues. 

6. All of the programs of this Office are concerned with the entire transportation 

industry. This includes large and small certificated carriers, nonscheduled 
carriers, and corporate and private aircraft. In the planning and administration 
of these programs, small business is included and given equal treatment as an 
integral part of the transportation industry. 
7. Personnel engaged in defense activities include 10 classified, 11 W. O. C. and 
3 W. A. E. employees. No industry advisory committees are connected with this 
Office. 

8. No special defense problems now confront this Office. 


OFFICE OF INDUSTRY AND COMMERCE 


1. The only activity of the Office of Industry and Commerce carried out under 
the Defense Production Act during the period of this report is the national indus- 
trial-dispersion program, administered hy the Area Development Division in 
addition to that Division’s normal activities. 

2. The initiation of this effort stems from the President’s directive of August 
10, 1951, to the heads of executive departments and agencies. Department of 
Commerce Order No. 18 (amended), June 1, 1950, provides the authority for this 
program in the form of a general delegation to the Director of the Office of 
Industry and Commerce to carry out area-development programs. 

3 and 4. The Area Development Division participated in several interagenc\ 
meetings to develop criteria, standards, and procedures for the program. Agen 
cies involved were NSRB, ODM, DPA, Bureau of the Census, Munitions Board. 
Air Force, Industry Evaluation Board, and Civil Defense. Further conferences 
were held with NSRB for the preparation and publication of a Question and 
Answer Guide: National Industrial Dispersion Program. This Division partici- 
pated in a meeting with the American Industrial Development Council to obtain 
suggestions and comments on this guide. The Division also took part in the 
Conference of Industrial Development Executives on the President’s Industria! 
Dispersion Policy, sponsored by NSRB, in September 1951. 

At the request of the NSRB and DPA, the Division prepared and published 
the booklet Industrial Dispersion Guidebook for Communities, which is the 
standard guidebook followed by the many local dispersion committees participat- 
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ing in the program. It informs communities and manufacturers how to make the 
dispersion survey and the procedures associated with it. 

Staff members visited Chicago, Milwaukee, San Francisco, New York, Boston, 
Detroit, and other cities to advise on the industrial-dispersion program. Repre- 
sentatives from other cities visited Washington to seek counsel from the Division. 

Under established procedures, the Area Development Division reviews the 
industrial dispersion reports of communities. These reports are first submitted 
to the Department of Commerce field office serving the area and are then trans- 
mitted to the Area Development Division for review as to the proper applica- 
tion of the method described in the above-mentioned guide. The Division, fol- 
lowing its review, prepares a letter informing the local committee of the results 
of the review. After corroboration by the Defense Production Administration, 
the Division sends this letter to the local committee, and makes the report 
available for reference by other Government agencies concerned and by private 
industry interested in new locations. 

The Division has facilitated the cooperation of the State planning and develop 
ment agencies through close contact maintained by a series of bulletins, several 
meetings with the board of directors of the Association of State Planning and 
Development Agencies, and through the technical seminars for State planning 
and development agencies, held annually under the joint sponsorship of the 
Division and the Association of State Planning and Development Agencies. 

The Area Development Division maintains daily working contact with the 
National Security Resources Board, Office of Defense Mobilization, and Defense 
Production Administration in connection with this program. 

As a result of this effort, 80 communities throughout the United States have 
to date established local industrial dispersion committees to make a survey so 
that the program can be properly applied in their areas. Five cities have com- 
pleted their surveys and have submitted them to the Area Development Di- 
vision for approval. All were approved with the corroboration of the Defense 
Production Administration. Studies of the remaining cities are in various stages 
of completion. Several additional cities are expected to form industrial dis- 
persion committees. 

5. Because the Area Development Division has been asked by NSRB and 
DPA to review, from the standpoint of proper application of the dispersal cri- 
teria, industrial dispersion surveys submitted by communities, this Division 
has a continuing responsibility in the dispersion program. So long as plant 
dispersion is a criterion for obtaining certificates of necessity or defense loans, 
this responsibility will continue. The program has not yet reached its peak of 
activity. 

6. The industrial dispersion program is related to small business in that any 
firm, large or small, receiving a certificate of necessity must satisfy the dis- 
persion criterion. 

7. Two classified and three W. A. E. personnel are employed on this program. 
Industry advisory committees are not employed in this program, although many 
committees are used, as mentioned under 3 and 4, above. 

8. No special problems connected with the defense program confront the 
Office at this time. 

OFFICE OF TECHNICAL SERVICES 


1. The Office of Technical Services has been assigned, by the Secretary, a pro- 
gram of voluntary control of technical information which was originated by the 
National Security Council. 

2. The authority for this program is set forth in section 2, Public Law 216, 
ERighty-first Congress, sections 101, 307, National Security Act 1947, in letter of 
October 27, 1950, from the Interdepartmental Committee on Internal Security of 
the National Security Council to the Secretary of Commerce. 

3. This program is designed to establish a central place within the Federal 
Government where individuals and organizations, industrial and educational, 
may contact for advice as to the advisability of releasing unclassified information 
which might affect the security of this country. Liaison working arrangements 
have been established with all departments of the Government to advise this 
office as to the security implications of information in their respective fields. 
This program has been publicized throughout the United States and many re- 
quests for assistance have been received. The public has cooperated almost 100 
percent on this program. Criticism of this program, and in only a very few 
instances, has come from newspaper organizations. 
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4. It is felt that this program has been an effective method of assisting the 
publie and it is believed that not too much emphasis can be placed on the careful! 
release of unclassified technical information. 

The Office of Technical Services receives requests daily from individuals 
in industry for advice in the release of information. This program has been 
advertised throughout the country by distribution of 50,000 brochures and news 
releases. The Department of the Army and Air Force have put out special Arm) 
and Air Foree Regulations (Air Force Regulation 205 and Army Regulation 
580-80) setting forth this program and the procedures the armed services should 
follow. At the present time (as set forth in par. 10) there are task forces working 
under National Security Council subcommittees to determine whether greater 
emphasis should be placed on this program. One of these task forces recom- 
mended that this program be the clearing house for the prepublication and review 
of all unclassified technical documents of the Government. It appears from 
the effort that has been placed on this program to date that there is definitely 
a current need for its continuation. 

6. This program relates to small business as well as individuals and larg 
business, 

7. This program is carried out by two employees. Industry advisory com- 
mittees are not used in connection with the program. 

8. There are no major problems confronting this program at the present time. 

It has been proposed by the subcommittee of the National Security Council 
that an additional task be assigned to OTS to set up criteria for the release of 
unclassified technical information by all the Government agencies and act as 
advisers to the Government agencies on the advisability of publishing unclassi- 
fied technical information which might endanger the security of the country. 


V-LOAN GUARANTY PROGRAM 


1. This program consists of the guaranty of loans made to defense con- 
tractors. 

2. Section 301 of Defense Production Act, as amended, and sections 301 and 
302 of Executive Order 10161, as amended. 

3. This program includes the guaranty of loans to defense contractors made 
by private banks, in cases wherein this Department has the dollar preponderance 
of all defense contracts of the borrower: furnishing of certificates of eligibility 
to other agencies in cases wherein this Department has some contracts but the 
other agencies have the dollar preponderance of contracts, and also maintaining 
of continuous liaison with the Federal Reserve Board. During the past year 
this Department has guaranteed in part two loans, one for $100,000, and one for 
$150,000, and increased one guaranty commitment from $500,000 to $700,000. 
The latter has been paid upon its transfer to another agency. 

4. Three guaranty applications have been received, processed, and the loans 
have been made thereunder. Department orders have been issued, providing for 
effective mechanism for handling any V-loan guaranties. 

5. The program appears to be helpful in financing defense operations, and it 
is still needed for the national defense effort. 

6. All guaranties made in the program have involved loans to small businesses, 
whic h probably could not have afforded to bid on defense contracts otherwise. 

. In handling this program and in passing on the applications for guaranties, 
ihe Department has been mindful of the interest of the Joint Committee on 
Defense Production in Small Business, which parallels the long-standing interest 
of this Department in that field. As stated in paragraph 6 above, all our guar- 
anties have involved loans to small business. As a result of these guaranties 
these businesses have been enabled to bid on and to perform defense contracts 
involving articles of great importance to the national defense effort. 

8. The program is coordinated through the Office of the General Counsel and 
no additional personnel has been employed; all matters involving the program 
are handled by existing personnel as part of their duties. 

There are no advisory committees used in this program, but the NPA Office of 
Small Business is consulted, pursuant to the Department order setting up the 
procedure to be. followed in guaranteeing such loans, on any loan applications or 
other aspects of the program. 

There are no major current problems in this program. The desirability of 
its continuance has been mentioned above. 
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Summary of personnel (by bureaus) engaged in defense production activities 


National Production Authority 4, 165 
Field service . 5 846 
Bureau of the Census____ 7 ee ee 235 
Office of the Secretary 
Bureau of Public Roads: 
Washington, D. C.:? 
Full time___- 
art time 
Field: 
Division offices______- 
District offices, 1 per State 
Maritime Administration 
Office of International Trade____ 
Civil Aeronautics Administration 
Industry Evaluation Board___..__._______ 
Office of Under Secretary for Transportation 
Office of Industry and Commerce___ 


1 Includes Office of Technical Services. 
* Approximately 65 percent. 


APPENDIX 


Department Order No. 128 (Amended): Organization and Functions of the 
National Prdouction Authority. 

Department Order No. 128 (Amended) (Amendment 2): Under Secretary of 
Commerce for Transportation. 

Department Order No. 128 (Amended) (Supplement 4, Revised) : Redelegations 
of Authority under CMP Regulation No. 6. 

Department Order No. 128 (Amended) (Supplement No. 5): Administration of 
Transportation Orders. 

Department Order No. 137: Establishing the Defense Air Transportation Ad- 
ministration. 


DEPARTMENT OF THE INTERIOR 


DEPARTMENT OF THE INTERIOR, 
Washington 25, D. C., September 24, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate. 

My Dear SENATOR MAYBANK: Enclosed are summaries of the operations of 
Interior’s defense administrations during the year October 1951 to October 1952, 
being submitted, as requested, for inclusion in the annual report of the Joint 
Committee on Defense Production to the Congress. 

These reports, prepared by the respective agencies, summarize the activities 
of the Defense Electric Power Administration, Defense Fisheries Administration, 
Defense Solid Fuels Administration, Defense Minerals Exploration Administra- 
tion, and Petroleum Administration for Defense. 

We very much appreciate your committee’s interest in the progress of the 
programs being conducted by Interior’s defense administrations and, particularly, 
the committee’s recent constructive study with respect to the electric power 
program, 

Sincerely yours, 
VERNON D. NORTHROP, 
Acting Secretary of the Interior. 


DEFENSE FISHERIES ADMINISTRATION 


1. Programs conducted 

Discharge of the Defense Fisheries Administration’s responsibility for assur- 
ing an adequate supply of fish and fishery products for the Nation involves con- 
ducting the following functional programs, through the exercise of powers dele- 
gated to DFA under the Defense Production Act, and through cooperation with 
other defense agencies having primary responsibility with respect to prices, 
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wages, manpower, and administration of aids to the financing of industrial 
expansion : 
(a) The claimant agency program, including the exercise of priority and 
allocation functions. 
(b) The production program. 
(c) The manpower program. 
(d) The loan and amortization program. 


2. Authority for programs 


Defense Production Act of 1950, as amended, 50 U. 8S. C. App. Supp. V, sec. 
2061 et seq.; Public Law 429, 82d Cong., 2d sess.) ; 

Executive Order No. 10161, dated September 9, 1950, as amended (15 F. R. 6105; 
16 F. R. 61, 8789; 17 F. R. 1171) ; 

Delegation No. 1 of the Defense Production Administrator, as revised Novem- 
ber 3, 1951 (16 F. R. 11245), referring to the issuance of necessity certificates 
under subsection (e) of section 124A of the Internal Revenue Code, as amended ; 

Defense Food Delegation No, 2 of the Secretary of Agriculture, as revised 
March 17, 1952 (17 F. R. 2369), delegating certain defense functions relating to 
fishery products to the Secretary of the Interior; 

Order No. 1 of the Defense Production Administrator, dated May 24, 1951 (16 
FF’. R. 4913), designating the Secretary of the Interior as claimant for the pro- 
duction and processing of fishery products; as amended October 26, 1951 (16 
F. R. 11088), and January 29, 1952 (17 F. R. 899) ; 

Delegation No. 14 of the National Production Authority, as revised March 6, 
1952 (17 F. R. 1971), delegating to the Department of the Interior authority 
to act on applications to commence construction of facilities for the production 
and processing of fishery products; 

Order No. 2605 of the Secretary of the Interior, as amended September 10, 
1952 (17 F. R. 8366), establishing the Defense Fisheries Administration and 
stating its functions. 


> 


3. Factual summary of each program 


(a) Claimant agency program, including the exercise of priority and alloca- 
tion. functions.—It is essential that adequate materials, supplies, and equipment 
be made available to the fishery industry, if it is to contribute its share of the 
food required in the defense effort. Investigations made during 1951 of the 
industry’s requirements of controlled materials and other supplies and equip- 
ment, augmented by continuing surveys, form the basis for presentation of re- 
quirements to the Defense Production Administration for the industry’s essential 
needs of controlled materials, supplies, and equipment. Data available in the 
Defense Fisheries Administration and the specialized knowledge of personnel 
within DFA are of much assistance to the Department of Agriculture in the 
discharging of its responsibilities relating to fishery commodities, particularly 
concerning tin container supplies; to the many industry divisions of the National 
Production Authority in connection with the fishery industry’s requirements of 
fabricated items, equipment, chemicals, ete., for which these divisions act as 
claimants; and such other Government agencies as are concerned with the pro- 
duction or distribution of fishery commodities. Representatives of the Defense 
Fisheries Administration also review proposed National Production Authority 
material orders which would affect the fisheries. This provides an opportunity 
to effect modifications, where necessary, to include needed adjustments which 
would be apparent only to a specialist in the fisheries field. 

(b) Production program.—sSince the level of prices and wages greatly in 
fluences the volume of fish production, DFA, in discharging its responsibilities 
in connection with securing adequate fish production for the defense effort, is 
vitally interested in prices and wages. At its request, the Defense Fisheries 
Administration contributes to the Economic Stabilization Agency price and 
production data, as well as analyses and specialized advice, for that Agency's 
use in the determination of ceiling prices for fishery commodities and in the solv- 
ing of fishery wage problems. The Interagency Fisheries Committee has con- 
tributed materially to price ceiling and wage administration. Assistant to the 
Administrator Maurice Rattray of DFA serves on this committee, together with 
representatives of the Economie Stabilization Agency, the Office of Price Stabi- 
lization, and the Wage Stabilization Board. 

With augmented activity in recent months in the establishment of military 
restricted areas in marine locations, it has been necessary for DFA to conduct 
progressively increasing studies when these areas were in the planning stage 
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in order to determine the effect the restrictions would have on the catch of fish 
and the processing of fishery products, and, consequently, whether action to 
have such restrictions modified should be instituted by DFA. 

(ec) Manpower pregram.—tThere must be sufficient manpower in the many 
specialized occupations of the fishery industry to maintain at adequate levels 
essential production of food from the sea. In this connection, the Defense 
Fisheries Administration cooperates with the Selective Service System and 
the Department of Labor in the development of criteria for the possible defer- 
ment of prospective draftees and the release of specialized personnel from the 
armed services. As provided under selective-service regulations, the Defense 
Fisheries Administration also receives from the employers of individual draft 
registrants requests for assistance in obtaining deferments, and, from members 
of the Armed Forces, requests for aid in obtaining their release from military 
service. The Defense Fisheries Administration further receives from reservists 
requests to assist in obtaining delays or cancellations of their recall into the 
armed services. Where investigations show such requests ure valid and are 
justified in the interest of sustaining fish production, the Defense Fisheries 
Administration undertakes to intercede with Selective Service or other appro- 
priate agencies on behalf of the prospective draftees or servicemen. 

(d) Loan and amortization program.—Specialists in the Defense Fisheries 
\dministration who are experienced in accounting phases of fish production, 
and who are well acquainted with current supply and market conditions, review 
applications of members of the fishery industry for loans and certificates of 
necessity for accelerated tax amortization, and determine whether their ap- 
proval would contribute to the defense effort and whether they meet the criteria 
respectively established by the Reconstruction Finance Corporation and the De- 
fense Production Administration. Following such reviews, appropriate recom- 
mendations for either approval or denial are made. The Defense Fisheries Ad- 
ministration also cooperates with the Small Defense Plants Administration in 
evaluating applications for loans submitted to that Administration by small fish- 
ery enterprises. It also advises the Defense Transport Administration with re- 
spect to requests for loans for the establishment, or expansion, of public freezers 
and cold-storage warehouses which handle fishery commodities. 


;. Degree of effectiveness or completion of programs 

(a) Claimant agency program, including the exercise of priority and allocation 
functions.—Estimated requirements of controlled materials submitted to the 
Defense Production Administration by the Defense Fisheries Administration, to 
facilitate DFA’s claimant responsibilities for the construction of fishery produc- 
tion and processing facilities, have been filled substantially as requested. These 
estimates have been smaller than originally had been anticipated since economic 
conditions existing in the fishery industry have not warranted any substantial 
expansion through construction. Factors such as obsolescence and disaster, 
however, constantly present certain demands for which construction materials 
and other supplies and equipment must be available if necessary production is to 
be maintained. The Defense Fisheries Administration, acting independently or 
in cooperation with other claimants when appropriate, has been able to fulfill 
its responsibilities in enabling the industry to maintain production at sufficient 
levels to meet the Nation’s requirements for fishery products. 

Operators in the highly productive Bristol Bay, Alaska; red-salmon fishery 
found it essential from the standpoint of productivity and labor relations to 
convert their fishing fleets from sail to motor, a project involving approximately 
1.000 eraft. Since these craft had to be transported frém Alaska to Pacific coast 
shipyards after the close of the 1951 season, converted and reconditioned, and 
again returned to Alaska in time for the opening of the 1952 season, speedy 
action was required. With the assistance of the Ordnance and Shipbuilding 
Division of NPA, the project was completed on schedule. Also, timely action by 
the Defense Fisheries Administration in recommending exceptions to the re- 
strictions placed on the use of aviation gasoline by the Petroleum Administration 
for Defense during the recent strike of the oil refinery workers permitted the 
salmon fishing and cannery crews to be flown to Bristol Bay on schedule. Because 
of the essentiality of the canned-salmon industry, and despite the fact that air 
transportation in general was being materially reduced, PAD, acting on the 
advice of and in cooperation with DFA, permitted the air transportation firms to 
use extra-quota amounts of aviation gasoline to fly the crews from the Pacific 
Northwest to Bristol Bay. Largely because of these two actions by DFA, the 
fishing operations in Bristol Bay resulted in a satisfactory 1952 salmon pack. 
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In another highly valuable but little publicized fishery, urgently needed con- 
struction materials were made available to producers of menhaden meal and oil. 
The production of menhaden meal and oil has been exceptionally heavy this year 
having been stimulated by the high demand for fish meal by the domestic farm 
animal and poultry feed industry, and favored by unusually good fishing condi- 
tions. However, the generally world-wide depressed condition of the fats and 
oil market makes it impractical or impossible for many of the operators to dis- 
pose of their oil at the existing low prices. Consequently, most of the operators 
have decided to store their oil in the belief that market conditions will im- 
prove. As a result of the recommendations of the Defense Fisheries Adminis- 
tration, additional storage facilities have been constructed through the claim- 
ant facilities of the Department of Agriculture. 

Considerable assistance has also been given the commercial fishery industry in 
obtaining materials required to prevent production stoppages. For instance, the 
industry has been aided in obtaining sulfuric acid for use in the production of 
fish solubles; marine engines and parts to keep floating equipment in operation ; 
and refrigeration equipment for the preservation of fishery products. The 
industry also has been aided in securing relief, where conditions warranted, 
from can quotas provided in NPA Order M-—25. 

By these efforts the Defense Fisheries Administration has been very effective 
in fulfilling its claimant agency functions; and production stoppages within the 
fishery industry due to material shortages have been virtually nonexistent, thus 
assuring a continued adequate production of fishery commodities. 

(hb) Production program.—Although during the year there was a loss of about 
5,000 fishermen to defense industries and to the military, and the runs of salmon, 
sardines, and herring were disappointing; the commercial fishery catch in the 
United States in 1951 was about 4,400,000,000 pounds, as compared with the 
10-year average for 1941-50 of 4,500,000,000 pounds. The Department of Labor's 
wholesale price index for edible fish and shellfish was 105.0 in July 1951 and 102.9 
in July 1952 (1947-49=100). 

Price ceiling regulations issued by the Office of Price Stabilization, in the 
development of which the Defense Fisheries Administration has assisted, include, 
among others, regulations concerning breaded fish, breaded shrimp, breaded 
oysters; imported salt cod; domestic salt cod; canned salmon; canned oysters 
(not smoked) ; canned smoked oysters; canned shrimp; canned crabmeat ; canned 
lobster ; canned turtle meat; canned smoked salmon; canned smoked eel; canned 
lobster a la Newburg; spiced herring: kippered herring; menhaden oil; herring 
oil; pilchard oil; fish meal and fish oil: fishery products sold at wholesale; and 
fishery products sold at retail. In most of these cases DFA officials made and 
submitted to OPS economic studies, including statistical data on production and 
prices, and forecasts of probable subsequent developments. 

Problems in the wage field, in the solution of which the Defense Fisheries 
Administration has participated, include determination of fish prices in Alaska 
(compensation of fishermen in the Territory is based on fish prices) ; compensa- 
tion of salmon fishermen in the Columbia River area and menhaden fishermen 
in Virginia and the Carolinas; and compensation of fish filleters at ports in Mas- 
sachusetts. Assistance was also given in obtaining, during the seamen’s strike 
on the Pacific coast and the strike of the longshoremen in Alaska and the State 
of Washington, the release of vessels for the shipment of supplies and equipment 
for the salmon-canning industry of Alaska. 

Studies by DFA of the probable effects on fishery production of proposed 
military restricted areas in marine locations have usually resulted in either a 
determination that the proposed restricted areas were of little importance to 
the commercial fisheries or, whenever it was determined that fish production 
might be adversely affected, submittal to the military of recommendations which 
would relieve the impact of the restrictions on the fisheries. 

As the defense agency responsible for the fishery production program, the 
Defense Fisheries Administration will continue to be called upon not only for 
basic data and advice in price and wage problems, but also for studies on the 
probable effects of military restricted areas on fish production. 

(c) Manpower program.—The Defense Fisheries Administration has continued 
to adhere to its policy of recommending deferment of draft registrants and dis- 
charge of members of the armed services only in those cases where replacements 
were not available and where substantial fishery production would be endangered 
by the draft or continued military service of the fishery personnel involved. Asa 
result, DFA has in most cases been suecessful in receiving favorable eonsidera- 
tion of its recommendations by the appropriate military agencies. 
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(d) Loan and amortization program.—Formal applications for loans and cer- 
tificates of necessity have usually been forestalled by explanation to possible 
applicants of the criteria required to be met. All formal applications received 
to date have been recommended for denial by the Defense Fisheries Administra- 
tion, after investigations by this agency revealed that, in each case, the addi- 
tional fishing craft, shore equipment, or plants involved did not meet the criteria 
and were not essential to the defense effort. 

Members of the fishery industry will continue to look to the Defense Fisheries 
Administration for advice on loans and certificates of necessity, and formal 
applications will continue to require DFA’s review and final recommendation for 
approval or denial. 

5. Current need for the programs 


The importance of food, of which fish is a significant part, is recognized. So 
long as materials, manpower, prices, wages, financing, and other economic factors 
affecting the fisheries are under emergency controls, there will be a continuing 
need for the type of programs currently being carried out by the Defense Fisheries 
Administration in order to maintain the production of fish. This need is com- 
parable to those needs reflected in the defense programs for agriculture and other 
industries. 

6. The programs as they relate to small business 

Since the commercial fisheries of the United States consist essentially of many 
small businesses located along our coasts, the Defense Fisheries Administration's 
programs are primarily concerned with maintaining the operation of small 
businesses. 


~ 


?. Personnel and advisory committees 

As of August 31, 1952, there were 10 classified employees and 1 w. a. e. fishery 
industry expert on the payroll of the Defense Fisheries Administration. This 
represents a decrease of nearly one-third from the 16 employees (all classified ) 
on DFA rolls on September 30, 1951. 

Albert M. Day has been Administrator of DFA since its inception. M. C. 
James was Deputy Administrator from the beginning of the program until his 
retirement on March 31, 1952, and Maurice Rattray was Deputy Administrator 
from the beginning of the program until November 26, 1951, when he changed 
his status to that of w. a.e. A. W. Anderson, the present Deputy Administrator, 
was appointed to that position on June 2, 1952. 

In order that it may have adequate advice in the carrying out of its responsi- 
bilities, the Defense Fisheries Administration has continued the five industry 
advisory committees which were set up in the spring of 1951, namely, the Canned 
Salmon Industry Advisory Committee, the California Canned Fish Industry Ad- 
visory Committee, the East Coast and Gulf Canned Fish Industry Advisory Com- 
mittee, the Fresh and Frozen Fish Industry Advisory Committee, and the 
Industry Advisory Committee for the By-Products Industry. The membership 
for these committees was selected jointly by, and serve the Defense Fisheries 
Administration, the Office of Price Stabilization, and the Production 


and 
Marketing Administration of the Department of Agriculture. 


8. Major problems confronting the agency 


The problems in connection with maintaining the production of fishery com- 
modities at presently required levels are primarily concerned with assuring the 
industry materials, supplies, equipment, manpower, and equitable prices to 
achieve full production; and, where investigations frveal that production would 
be seriously curtailed by proposed military restrictions, recommending to the 
military either modification of such restrictions or the establishment of alternate 
sites for these restricted areas. 


DEFENSE Sotip Furts ADMINISTRATION 


During the year covered by this report, the Defense Solid Fuels Administra- 
tion has carried on a number of vital programs to aid the solid fuels industries 
to achieve the output of coal, coke, and coal chemicals required to meet the 
needs of the defense mobilization program. ‘The output of metallurgical coal 
and coke was increased to meet the growing demands created by the steel ex- 
pansion program, and the augmented coal requirements of rapidly expanding 
industries, such as the electrical utility industry, as well as near-record export 
demands, were met on schedule. Progress was made toward meeting the ex- 
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pansion goals for coke and metallurgical coal, although a substantial portion of 
the new construction required to meet the coke-expansion goal remains to be 
completed. 

AUTHORITY FOR DSFA PROGRAMS 


The Defense Solid Fuels Administration was established by the Secretary 
of the Interior by order 2605 (15 F. R. 8718), to perform functions delegated to 
him with respect to solid fuels by Executive Order 10161 (September 9, 1950), 
as amended (15 F. R. 6105, 16 F. R. 61 and 8789, 17 F. R. 1171), issued pursuant 
to the Defense Production Act of 1950, as amended (50 U. 8. C. App. Supp. V, sec. 
2061 et seq.; Public Law 429, 82d Cong., 2d sess.). Following the issuance of 
Executive Order 10200 (16 F. R. 61) and DPA delegation 1, as amended (16 F. R. 
738, 4594, 11245) the powers delegated to the Administrator have been confirmed 
and continued by the Secretary in successive amendments to order 2605, the 
latest being that of September 10, 1952 (17 F. R. 8366). 


DSFA PROGRAMS 


The DSFA is responsible for the development and execution of programs under 
the Defense Production Act of 1950, as amended, for the expanded production, 
distribution, and use of anthracite, bituminous, subbituminous and lignitie coals, 
coke, and coal chemicals to meet the requirements of the defense mobilization 
program. 

These functions include receipt from appropriate agencies of the Government 
of information relating to the direct and indirect military, other governmental, 
civilian, and foreign requirements for solid fuels and productive facilities; re- 
view and evaluation of such requirements in the light of the availability of solid 
fuels and productive facilities; continuing technological and economie appraisals 
of manpower, equipment, materials, and transportation requirements and pro- 
ductive facilities of the solid-fuels industries and the distribution of solid fuels; 
assignment of priorities in the delivery and shipment of solid fuels, allocation 
of productive facilities and issuance of orders for substitutions and pooling of 
shipments of solid fuels in such manner as will promote adequate distribution 
of solid fuels; representation, as the Government claimant agency, of the solid 
fuels industries in obtaining materials and equipment for maintenance, repair, 
and operating purposes (distributed to operators pursuant to NPA Order M-87 
issued October 24, 1951), and pursuant to NPA delegation 14, as amended (16 
F. R. 5401, 17 F. R. 1971) issuance of authorization to commence the construction 
of expanded or new facilities for the production, preparation, and processing of 
solid fuels; recommendations to the Defense Production Administration, pursu- 
ant to DPA Regulation 1, as amended (15 F. R. 7265, 17 F. R. 1467), regarding 
upplications by solid-fuels producers for tax-amortization certificates, pursuant to 
section 124A of the Internal Revenue Code (Public Law 814, 81st Cong., 64 Stat. 
939), and, pursuant to DPA delegation 1, as amended November 38, 1951 (16 F. R. 
11245), regarding applications for Government loans, pursuant to title LII of 
the Defense Production Act of 1950, as amended, for the expansion of the produc- 
tive capacity of the solid fuels industries in the interest of the defense mobili- 
zation program; recommendation to the National Production Authority with 
respect to the manufacture and distribution of mining machinery and equipment 
for the solid-fuels industries; consultation with industry advisory committees 
with respect to the availability of solid fuels and the adequacy of productive 
facilities ; recommendations to the Defense Production Administration as to the 
necessity for Government purchases or commitments to purchase, within such 
amounts of funds as may be available, solid fuels for Government use or resale; 
liaison and consultation with Government agencies whose functions affect the 
production, distribution, and use of solid fuels, and other functions necessary to 
insure adequate supplies of solid fuels and production facilities for the national 
defense and essential civilian requirements. 

By Petroleum Administration for Defense delegation 2 (16 F. R. 4475) the 
DSFA also performs the above-described functions with respect to the distribu- 
tion of petroleum coke. By DSFA delegation 1 (16 F. R. 4590) the Secretary 
of Commerce performs the above-described functions with respect to the distri- 
bution of coal chemicals produced as byproducts of coke made from coal. 

Order No. 2682, dated March 31, 1952, directs the Administrator of DSFA to 
exercise the function of certifying access roads to the Secretary of Commerce 
in connection with the production of metallurgical coal, as provided by the Presi- 
dent’s memorandum dated March 8, 1952. 
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COAL MINE MAINTENANCE AND CONSTRUCTION 


The tremendous task of mining and distributing adequate supplies of coal to 
meet the accelerating needs both at home and abroad demands that our coal 
industry be steadily supplied with its increased requirements for equipment 
and materials to carry out its job. During the past year, the DSFA in coopera- 
tion with other Government agencies has successfully met these requirements 
of the solid fuels industry. 

From October 1, 1951, through August 31, 1952, the Defense Solid Fuels Admin- 
istration has authorized and distributed controlled materials for 109 coal mine 
construction projects costing about $86,908,926. The division gf the projects 
among the various States follows: Alabama, 7 projects, $2,660,000; Colorado, 
1 project, $675,000 ; IDinois, 6 projects, $5,886,149 ; Indiana, 5 projects, $1,945,000 ; 
Kentucky, 11 projects, $5,301,887; Missouri, 1 project, $290,000; Ohio, projects, 
$1,049,246 ; Pennsylvania, 41 projects, $53,638,227; Tennessee, 1 project, $29,000 ; 
Utah, 1 project, $62,000; Virginia, 1 project, $35,000; West Virginia, 27 projects, 
$14,549,213 ; Territory of Alaska, 2 projects, $788,204. 

These projects were authorized by DSFA under the terms of NPA delegation 
14 which provides that applications for authority to commence or continue con- 
struction of facilities for production, preparation, or processing of solid fuels 
or for the allotment of controlled materials should be made to DSFA. The coal 
mine construction projects authorized are primarily for the expansion of metal- 
lurgical coal production to meet defense needs. The projects include a variety 
of construction work ranging from relatively minor expansion and improvement 
of existing facilities to large-scale projects for the development of new mines. 

Projects to assure an expanded production of metallurgical grade coal are 
keeping pace with the expanded needs of the steel industry. Metallurgical coal 
supplies will need close watching and handling, however, to prevent regional 
shortages. Although the output of metallurgical coal is generally adequate on a 
national basis, coking coal productive capacity must be maintained and expanded 
in the areas where such coal is most needed. The fact that a certain type of coal 
can be mined in one area does not prevent a shortage of this type of coal in 
another area unless it is physically possible and economically feasible to transport 
it there. 

As an aid in allotting controlled materials and in analyzing requests for con- 
struction project authorization, coal mines, coke plants, and coal and coke process- 
ing and preparation plants have been serialized, criteria for determining the 
essentiality of construction projects have been established, and the necessary 
records have been maintained to keep a close check on the dollar value of ratings 
issued. Quarterly forecasts are made of the requirements for steel, copper, 
aluminum, and other critical materials for some 9,000 coal mines, 15,000 slot-type 
coke ovens, 13,000 beehive coke ovens, and a large number of other coal- and 
coke-processing plants. 

The needs of coal producers for materials for maintenance, repair, and operat- 
ing supplies as well as new construction are being met efficiently. On October 
24, 1951, a new system of priority assistance to solid fuels producers in obtaining 
MRO supplies was inaugurated as the result of the cooperative efforts of the 
DSFA and the NPA. In essence, this system permits the producers to set up 
their own quarterly quotas, based on their rate of expenditure in the established 
base period. This system makes it possible for the producer to obtain the sup- 
plies that he needs in a relatively simple manner and without being required 
to engage in time-consuming negotiations with any Government agency. 

The system has operated successfully in the past yeir. Most producers have 
been able to obtain the supplies they need for MRO purposes without difficulty. 
In some cases, the DSFA has mide special adjustments in the standard quotas 
to take care of special problems, and it is believed that coal producers are not 
experiencing any hardships in meeting their MRO needs. 

To a large degree, this situation is the result of the approval of the last 9 
months of 1950 as the base period for calculating the MRO quarterly quota. 
Purchases of MRO supplies by coal producers declined during the first 3 months 
of 1950 because of interruptions and the use of the full calendar year as the 
hbase period would, therefore, have caused ‘unnecessary hardships and com- 
plications, 

DSFA also has important responsibilities in providing priority assistance to 
producers for major capital additions. During the period from October 1, 1951, 
through August 31, 1952, ratings initiated by the DSFA to coal producers for 
inining machinery, electrical equipment, general industrial equipment, and metal- 
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working machinery totaled $5,000,000. During the same period, DSFA also rec- 
ommended the issuance of ratings for shovels, draglines, tractors, off-the-high- 
way trucks, and rock drills for coal-stripping operations totaling about $15,- 
000,000. The over-all total of priority ratings for major capital additions for 
coal mine construction acted on by DSFA during the period was about $20,000,000. 

In obtaining materials for minor capital additions, that is, those costing less 
than $2,000, coal producers may use the same self-rating system as is employed 
for MRO purposes. For capital additions costing more than $2,000, however, 
they must apply to DSFA by letter listing pertinent information regarding pur- 
chase orders and delivery dates. 


COAL DISTRIBUTION 


During the period covered by this report there were no serious shortages of 
coal-transportation equipment, and the needs of consumers were met promptly. 
On July 31, 1952, however, the DSFA Administrator urged coal consumers to 
complete their purchases as early as possible to help alleviate potential spot 
coal shortages arising from transportation bottlenecks. Because of the halt of 
most iron-ore shipments on the Great Lakes during the steel dispute, it is expected 
that the shipments of iron ore by rail will be unusually heavy during the fail 
and winter months. This large demand may require the diversion to the iron- 
ore traffic of open-top cars normally used for coal shipments, and during the 
peak winter months shortages of hoppers for coal transportation may occur, 
It is believed in the public interest, therefore, that Government agencies, indus- 
trial consumers, and home owners buy their maximum supply of fuel for the 
winter heating season promptly. 

The shortage of coal cars at the mines created by a diversion of large number 
of cars to the iron-ore traffic would create coal-distribution problems which 
might affect many areas of the country. In addition, the shortage of transpor- 
tation equipment might be felt with particular acuteness in the upper Great 
Lakes areas where the cars are needed to move the coal from the docks to con- 
sumers in the northern Midwest. 


STATUS OF BITUMINOUS-COAL SUPPLY ON AUGUST 1, 1952 


Bituminous-coal stocks in the hands of industrial consumers and retail dealers 
on August 1, 1952, totaled 79,314,000 tons, about 85 days’ supply. The status of 
the bituminous-coal stecks of the major coal users on this date, together with 
the corresponding figures for July 1, 1952, is tabulated below. 


Stocks (net tons) Days’ supply 


Aug, 1 July Aug. 1 July 1 


Electric-power utilities aw 35, 895, 000 | 35, 802, 000 146 
Coke ovens , 16, 091, 000 . 446, 000 64 | 
Steel and rolling mills 1, 195, 000 , 269, 000 66 
Cement mills 1, 456, 000 . 412, 000 75 
Railroads (class I : 3. 560, 000 3, 996, 000 | 47 | 
Other industrials . ...---| 19, 456,000 | 20, 183, 000 99 | 


Total industrials 77, 653, 000 | 79, 108, 000 94 | 
Retail dealer stocks 1, 661, 000 , 636, 000 16 | 


Grand total ; 79, 314, 000 | 80,744, 000 85 
{ | 


PARTICIPATION OF SMALL BUSINESS IN DSFA PROGRAMS 


As one of its special responsibilities under the Defense Production Act, the 
DSFA is making every effort to assure the effective participation of small busi- 
ness in the defense mobilization of the solid-fuel industries. The coal industry, 
of course, is primarily one of small businesses. The bulk of the United States 
coal output comes from about 9,000 mines operated by over 5,000 companies, the 
largest of which produced less than 5 percent of the national total. The diversi- 
fication of the coal industry is even more marked on the distribution end, with 
individual coal dealers numbered in the tens of thousands. 

The DSFA is, therefore, keenly aware of the importance of extending maximum 
assistance to small business in facilitating coal production and distribution. In 
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its recommendations for allocations of materials and for necessary financial 
assistance, the DSFA has given every encouragement to the small-business man. 


COKE-EXPANSION PROGRAM 


On December 5, 1951, the Defense Production Administration set the expan- 
sion goal for byproduct coke capacity at 84,000,000 net tons by the end of 1953. 
This capacity, together with the production provided by beehive ovens, is be- 
lieved sufficient to supply the coke needed for the making of pig iron, ferro-alloys, 
castings, and other uses. To achieve this goal, however, it will be necessary to 
increase coke capacity by about 10,000,000 net tons over the 1951 level. 

During the period covered by this report considerable progress has been made 
in the coke-oven-construction program directed by the Defense Solid Fuels Ad- 
ministration. DSFA has aided coke producers in obtaining controlled materials 
to carry on what has become the largest construction effort in the history of the 
industry. The controlled materials allotted to this program by DPA for this 
period include 100,763 tons of carbon steel, 118 tons of alloy steel, 1,808,415 
pounds of stainless steel, 1,484,455 pounds of copper products, and 147,000 pounds 
of aluminum. Construction permits with ratings have been given to 70 coke- 
oven-construction projects costing about $181,359,829. Special priority assistance 
for component parts costing $1,152,799 has been initiated in 72 instances. 

Although the capacity of the coke industry actually declined in 1949 and 1950, 
the trend was reversed in 1951. On January 1, 1951, there were 14,982 slot-type 
ovens in operation with a capacity of about 72,488,000 tons. During the year. 
696 ovens came into operation and 359 were dismantled, a net gain of 337 ovens, 
and increase in capacity of 1,740,400 tons. On January 1, 1952, there were 
15,319 ovens in place with a total capacity of 74,228,400 tons. 

It was expected that during 1952 byproduct coke-oven capacity would be 
increased by about 2,600,000 tons, reaching a level of about 76,828,400 tons by 
January 1, 1953. However, coke-oven-construction work was virtually halted 
during the steel dispute and the shortage of steel during the current period 
has slowed work on some projects. It is estimated, therefore, that, as a result 
of slippages incident to the steel dispute, projects expected to contribute about 
1,258,000 tons of additional coke capacity will be delayed and will not enter 
operation this year as expected. The gain in capacity this year is now estimated 
at about 1,342,000 tons, bringing the total capacity of slot-type ovens to 75,570,000 
tons. At the end of this year we shall still be 8,430,000 tons short of the expansion 
goal of 84,000,000 tons. 

During 1953 a net gain in capacity of about 3,677,000 tons, a considerable 
advance above the 1951 and 1952 gains, is expected. Our total capacity, however, 
will be 79,247,000 tons, or 4,753,000 tons short of the expansion goal on the 
target date of January 1, 1954. 

It should be recognized that this short-fall results primarily from the special 
problems confronting the coke industry in reconstructing worn-out ovens rather 
than from any failure to embark on an energetic construction program. During 
the 1951 through 1953 period new coke ovens will have been built with a total 
capacity of 17,518,000 tons—a construction achievement of substantial propor- 
tions. At the same time, however, dismantling of over-age ovens will result 
in the loss of 10,759,000 tons of capacity, so that the net gain will be 6,759,000 
tons. 

It should also be noted that by April 1, 1954, an additional 1,423,000 tons of 
capacity is expected to be placed in production, which would have been in 
operation on the target date except for the unavoidable delays which have been 
cited. 

While the coke-oven-construction program will not reach its expansion goal 
on schedule, it does not necessarily follow that we shall be faced with shortages 
of coke for essential uses. The coke-expansion program is designed to support 
the new requirements created by the blast-furnace-expansion program, and a 
shortage of coke will develop only if blast-furnace capacity expands more rapidly 
than our coke capacity. So far, the coke-oven-construction program has not 
only kept pace with the blast-furnace-construction program but at last report 
was well ahead. It is possible, of course, that during 1953, when a relatively 
large number of blast furnaces will come into operation, the present balance 
nay be upset and coke supplies may become tight. Curtailment of less essential 
uses and distribution of available high-grade coke by DSFA directive action 
may become necessary until coke production can be brought into balance with 
requirements. 


24564—52——-15 
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One hundred and twenty-four construction permits have been granted to the 
coke-oven industry to date; 24 major coke-oven projects have been completed ; 
and 33 are under construction. Of these, 23 are reconstruction and 34 are new 
projects. The supply of silica brick, which has been a limiting factor on the 
number of ovens which can be built each year, is expected to increase in 1953. 
so that it is possible that starts will be made on additional projects in the next 
6 months and the rate of progress toward the expansion goal will be accelerated. 


COAL CHEMICAL PRODUCTION 


The coke-expansion program has an added importance because of the need for 
the coal chemicals produced by the industry. Not only is our production of 
synthetic rubber, explosives, plastics, and a host of similar commodities depend- 
ent upon coal chemicals, but the fertility of many of our Nation’s farms is tied 
directly to fertilizers produced from coal chemicals. 

Whi'e the DSFA is recommending the use of special procedures to increase the 
recovery of light oils at coke plants, it will not be possible for the coke industry 
to meet the greatly expanded requirements for benzene in the next few years. 
Benzene production at coke plants is expected to reach 186,000,000 gallons as 
compared to present requirements of about 252,000,000 gallons, and added supplies 
from imports and petroleum refining will be required to make up the deficit. 


PETROLEUM-COKE OUTPUT 


A close check is being kept by the DSFA on petroleum-coke supply-and-demand 
factors. Construction permits were given during the period for two new calcining 
plants, totaling $1,846,080. A survey during the year of all producers and users 
of both green and calcined petroleum coke indicates that there is ample produc 
tion of both types to take care of all requirements, including the programed 
expansion of the aluminum industry. 


INDUSTRY FINANOE 


Applications for rapid tax amortization of coal and coke facilities are referred 
to the DSFA for analysis and recommendation. The DSFA recommendations 
are submitted to the Defense Production Administration, which has the final 
authority to certify or deny the applications and, if they are certified, to set the 
umortization percentage. 

Policies on tax amortization for solid-fuels facilities developed by the Defense 
Solid Fuels Administration have limited approvals of necessity certificates for 
such facilities almost exclusively to coke piants and metallurgical coal mines. 

Applications for accelerated tax amortization of new coke ovens have been 
generally certified at the rate of 75 to 85 percent in the case of integrated stee! 
companies and at the rate of 85 percent in the case of merchant plants. Under 
a policy adopted in April 1952, the percentage recommended for reconstruction 
of over-age coke ovens has averaged about 45 percent for both integrated and 
merchant plants. Certifications for metallurgical coal mines have been at the 
rate of about 60 percent. 

Through August 31, 1952, certificates of necessity for rapid tax amortization 
of essential coal and coke facilities were recommended by DSFA for 105 projects 
costing about $452,000,000. The 39 coal projects recommended, costing about 
$66,000,000, will provide, when completed, a metallurgical coal capacity of about 
12,500,000 tons. The 66 approved coke projects, costing about $386,000,000, 
will have an annual capacity of about 10,000,000 tons, including both new 
capacity and reconstruction. Applications totaling $167,000,000 were denied 
As of September 1, 1952, 25 applications for rapid tax amortization, totaling 
$129,000,000, were being processed. 

Of the 24 applications received for loans totaling about $25,000,000, 3 were 
withdrawn, 13 were denied, and 3 were approved. The approved loans provide 
$2,200,000 for beehive ovens in Pennsylvania, $426,000 for a 100,000-ton-capacity 
underground coal-mine operation in the Matanuska field of Alaska, and $413,500 
for a 90,000-ton-capacity coal mine in the Healy River field of Alaska. 

A detailed tabulation of the status of necessity certificates and loans for 
solid fuels facilities as of August 30, 1952, is provided in the accompanying 
table. 
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DSFA STAFF 


On September 1, 1952, there were 63 employees on the rolls of the Defense 
Solid Fuels Administration, of which 51 were occupying classified positions 
on a full-time salaried basis, 3 were serving full time without compensation, 
and 9 were consultants serving without compensation or paid only when actually 
employed. Technical and economic services are furnished the Administration 
on a reimbursable basis by the Bureau of Mines. 


INDUSTRY ADVISORY COMMITTEES 


The Defense Advisory Committee on Coke and Its By-Products was estab- 
lished by the DSFA in February 1951. It is composed of persons representing 
the various types of coke operations: Beehive coke plants, merchant coke 
plants, public utility coke plants, and coke plants which are part of integrated 
steel plants. The membership was chosen to provide representation for large, 
medium, and small producers in these several segments, as follows: large 
beehive coke plants, 1; small beehive coke plants, 2; large-merchant coke plants, 
2; medium-size-merchant coke plants, 2; small-merchant coke plants, 2; large 
publie utility coke plant, 1; smal) public utility coke plant, 1; large steel plants, 
3; and small steel plants, 4. This committee is not utilized by any other agency. 

The DSFA has not established a bituminous coal industry advisory com- 
mittee, but availed itself of reports to the Department of the Interior by the 
National Bituminous Coa] Advisory Council during the existence of this council. 
The NBCAC was terminated by order of the Secretary of the Interior effective 
September 12, 1952. 
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DEFENSE MINERALS EXPLORATION ADMINISTRATION 


1, PROGRAMS CONDUCTED 


The Defense Minerals Exploration Administration was established by the 
Secretary of the Interior on November 20, 1951, pursuant to a delegation from 
the Defense Materials Procurement Agency, in order to continue the functions 
of encouraging (a) the exploration for critical and strategic minerals and metals 
in the United States, its Territories and possessions, and (b) such development 
in connection therewith as may be necessary to determine the character and 
extent of the ores involved, which had been formerly exercised by the Defens: 
Minerals Administration. 

Under the program the DMEA participates in the cost of exploration projects 
for 34 strategic and critical minerals and metals with private parties under the 
provisions of exploration project contracts and published regulations (Minera! 
Order 5, April 6, 1951, of the former Defense Minerals Administration, ani 
DMEA Order 1, March 7, 1952, which supersedes MO—5). 

Under the program the Government contributes 50, 75, or 90 percent of the 
costs of the project, depending upon the mineral or metal which is being sought. 
Included in these costs may be those for labor, supervision, and consultants: 
workmen's compensation and employer's liability insurance and payroll and sales 
taxes; operating materials and supplies; operating equipment to be rented or 
purch? sed, rehabilitation or repairs of existing building, fixtures and equipment, 
construction of buildings, fixed improvements, or installations to be purchased, 
and other costs, all of which are necessary for the purposes of exploration work. 
The cost of building access roads necessary for the purposes of exploration work 
under the provisions of the regulations is also an admissible cost of a project. 


Access roads 


The President's memorandum of March 8, 1952, to DMPA and the Secretary 
of the Interior designates the Secretary of the Interior and, at his direction. 
the Administrator of DMEA, as officials to certify access roads to the Secretary 
of Commerce in connection with the exploration of critical and strategic minera!s 
xnd metals and related development. Any access road that may be justified 
at the time of filing the application primarily for exploration or related de- 
velopment shall be considered to fall under the jurisdiction of DMEA. This 
program is administered in cooperation with DMPA. 

DMEA has no separate staff for the access-road program but uses the staff of 
DMPA. The Bureau of Mines and Geological Survey do the field work for 
DMBA in this connection. Usually an access road for exploration is included as 
part of the exploration project and, therefore, is not certified to the Secretary 
of Commerce. The type of road needed for exploration in most cases costs only 
a small amount and its construction is expedited by including it as part of the 
exploration project. 


Duration of projects 


Under the original order MO—5 no exploration project which would take more 
than 2 years to accomplish was approved. This prevision was relaxed when 
DMEA Order No. 1 was issued and now the time limit mav be extended if justified, 
in the opinion of the Administrator, by special circumstances. 


2. AUTHORITY FOR PROGRAM 


1. The Defense Production Act of 1950, as amended (50 U. S. C. App., Supp. V, 
secs. 2061-2166 ; Public Law 429, 82d Cong., 2d sess. ). 

2. Executive Order 10161, September 9, 1950, as amended (15 F, R. 6105; 16 
F, R. 61, 8789; 17 F. R. 1171). 

3. Executive Order 10281 (16 F. R. 8789). 

4. DMPA Delegation 4, as amended (16 F. R. 10998, 11546). 

5. Interior Department Order 2605, as amended September 10, 1952 (17 F. R. 
8366). 

6. Section 6 of the Defense Highway Act of 1941, as amended (23 U. S. C. sec. 
106) ; sec. 12 of the Federal-Aid Highway Act of 1950 (23 U.S. C., sec. 106, note) : 
letter of the President of March 3, 1952, to the DMPA Administrator and the 
Secretary of the Interior; Interior Order 2682 of March 31, 1952. 
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3. COOPERATIVE ACTIVITY WITH OTHER AGENCIES 


The functions delegated to DMEA are carried out in-accordance with programs 
certified by the Defense Production Administration (to DMPA) and in accord- 
ance with such policies as may be established and such directives as may be 
issued by DMPA. DMPA determines minerals eligible for exploration and per- 
centages of Government participation in the cost of exploring. Within this 
general framework. DMEA enters into contracts with operators for individual 
exploration projects. Over-all policy pertaining to the program is established in 
consultation with the DMPA, and regulations and forms are cleared through 
DMPA before issuance. 


Poliey and operating committees 


When the DMEA was organized a Policy and Coordinating Committee was 
established within the Department of the Interior. This committee is composed 
of the Assistant Secretary of the Interior for Mineral Resources, as chairman, 
the Administrator of DMEA, the Director of the Bureau of Mines, and the 
Director of the Geological Survey... This committee establishes the broad frame- 
work of working arrangements between the Interior agencies represented, and, 
with the participation of DMPA officials on an ad hoe basis, develops inter- 
agency arrangements to carry out policy and program directions of the DMPA 
with respect to the exploration program. 

It has not been necessary for DMEA to employ field engineers or geologists, 
since the technical services of the Bureau of Mines and the Geological Survey 
have been made available to it. Through the medium of an operating committee, 
consisting of representatives of the Policy and Coordinating Committee, with the 
DMEA representative as chairman, requests from DMEA’s commodity divisions 
for technical evaluation of project applications flow to the field teams (composed 
of Bureau of Mines and Geological Survey field employees), and technical reports 
from the field teams are received and reviewed. The operating committee also 
transmits policy instructions to the field teams and establishes and supervises 
joint commodity committees. 

In addition to the technical evaluation described above, the field teams, on 
behalf of DMEA, also review, from a technical standpoint, progress made on the 
admin‘stration of existing contracts; approve monthly progress reports sub- 
mitted by contractors, and recommend or execute changes in existing contracts in 
accordance with policy directives and delegations of authority. 


Funds allocated by DPA 


The Secretary of the Interior requests Defense Production Administration for 
allocation of borrowing authority for the exploration program. On approval by 
DPA, the required funds are borrowed from the Treasury Department, by the 
Secretary of the Interior. 

Irom the inception of DMA up to the fiscal year 1953, a total of $16,000,000 of 
borrowing authority has been made available. By the end of the fiscal year 1952, 
$10,000,000 of this amount had been obligated for exploration contracts. 


Cooperation with other agencies 


DMEA operates in cooperation with other Government agencies, in addition to 
those previously mentioned, in administering the exploration program. For ex- 
ample, full use is made of RFC files on mining properties, and before DMEA 
approves an exploration project where there is an RFC lien on the property in- 
volved, clearance is obtained from RFC. 

The AEC is consulted with respect to applications for exploration for uranium 
and monazite, and approval for a project for these minerals is obtained from 
AEC before a contract is executed. 

The Auditing Division in DMEA issues auditing procedures and carries on its 
auditing program in accordance with policies established in collaboration with 
the General Accounting Office. 


4. PROGRESS OF THE PROGRAM 


After the transition from DMA to DMEA (Interior Order 2605, as amended) 
had been accomplished and DMEA Order 1 had been issued (March 7, 1952), the 
agency touk steps to expedite the program. The form for application for aid in 
an exploration project (MF-103) was revised for the purpose of simpli‘ication. 
to eliminate all but the most essential requirements for information, and to co- 
ordinate the information required with the provisions of the contract form. At 





226 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


the same time the contract form (MF--200) was revised to make its provisions 
more explicit, to resolve some ambiguities, and generally to render it more adap- 
table to the needs both of the Government and of the operators. A new short 
form contract (MF-200A) was added for use in connection with projects that 
can be administered more effectively on a basis of agreed unit costs rather than 
actual costs, thus eliminating the necessity for cost accounting. Revised voucher 
forms (MF-104 and MF-104A) for payment were also issued. 

A move to insure protection to the Government was establishment of an audit 
division, in conformance with General Accounting Office procedures. DMEA 
has auditors located in Denver, San Francisco, and Spokane, to discharge the 
agency's responsibility of making final audits and to determine thepropriety of 
payments made under the tesms of the exploration contracts and the regulations. 


Applications, contracts, certificates 


During the period from September 8, 1951 (date of available figures given in 
First Annual Report of the Joint Committee on Defense Production), to August 
31, 1952, DMEA received 613 applications for aid in exploration projects. The 
613 applications brought to a total of 1,492 the number received since the program 
was initiated. In the period from September 8, 1951, to August 31, 1952, 237 
contracts were executed, 381 applications denied, 211 applications withdrawn, 
and 288 were pending or in process of decision. 

A total of 75 contracts have been canceled and terminated, leaving 282 in force 
for presumably active projects as of August 31, 1952. Of the 75 contracts can- 
celed and terminated, 21 of them were canceled before work began and before 
any money was spent by the Government. All of the remaining 54 contracts 
were terminated after the projects started and some were completed. The total 
estimated costs of these 54 contracts was $763,208, with Government participa- 
tion amounting to $546,870. However, the Government actually spent only 
$296,208. 

Fourteen discoveries certified 

Fourteen of the 54 terminated projects, described above, were certified by 
DMBA as discoveries or developments. Under DMEA Order 1, certifications of 
discovery or development may be made at any time after the work of exploration 
has started, but not later than 6 months after the operator has filed a final report 
and final account, if, in the opinion of the Government, production is likely to be 
made as a result of the exploration work. This is a change from the original 
DMA contract which permitted certification only after the project had been 
completed. 

Of the $296,208 spent by the Government on all terminated contracts, $120,695 
was used on the 14 projects resulting in certification. This latter amount was 
40.7 percent of the entire amount spent on terminated contracts. 

The first of the 14 certifications issued by DMEA was issued in March and 
involved the discovery or development of a mica deposit in North Carolina. The 
others were for tungsten, monazite, beryl, manganese, sulfur, and lead-zinc- 
copper. Six of the 14 certifications involved mica; 4 of these for strategic mica 
in North Carolina and 2 for mica and beryl in South Dakota. Of the remaining 
eight, two were for tungsten in California and Montana, two for manganese in 
Arkansas, and one each for monazite in Idaho, sulfur in Wyoming, lead-zinc- 
copper in Colorado, and lead-zine in Washington. 


Certification of discoveries or developments by DMEA as of August 31, 1952 

Westmoreland Manganese Corp. in Batesville, Ark.; manganese (two certitica- 
tions). The total amount of the first Westmoreland contract was $16,000. 
The Government’s share of that amount was $12,000 or 75 percent. The 
second Westmoreland contract was originally estimated to cost $20,000, of 
which the Government’s share was $15,000, or 75 percent. However, actual 
cost was $17,156. Only $12,867 of the Government’s participation was ex- 
pended. 

Pitt Mica Corp.; mica. The total amount of the contract was $2,635, with 
$2,371.50, or 90 percent, as the Government’s share. Actual total cost, how- 
ever, was less than $1,800. 

G. McGuire Pierce, Dinky Creek, Fresno County, Calif.: tungsten. The Govern- 
ment contributed $11,250, or 75 percent of the cost of the contract. 

Ruby Meadows Mining Co., Idaho County, Idaho; monazite, $14,052. Govern- 
ment’s contribution was $12,647, or 90 percent. 

Continental Sulphur & Phosphate Corp., Park County, Wyo.; sulfur, $79,410 
Government’s contribution was $39,705, or 50 percent. 
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American Alloys Metals Ine., Beaverhead County, Mont.; tungsten, $33,290. 
Government's contribution $24,967.50, or 75 percent. 

Fred D. Cabe, Franklin, N. C.; strategic mica, $4,885. Government's contribu- 
tion was $4,396.50, or 90 percent. 

Lewis W. Collingwood, Custer, 8. Dak.; beryl and strategic mica, $10,000. Gov- 
ernment’s contribution was $9,000, or 90 percent. 

Campbell & Ventling Mining Co., Custer County, S. Dak.; beryl and strategic 
mica. This project was originally estimated to cost $6,550, with the Goy- 
ernment’s share $5,895, or 90 percent. The actual cost of the exploration was 
$1,193.13. of which the Government’s share was $1,073.82. 

Gaston Strategic Minerals Co., Spruce Pine, N. C.; strategic mica. This proj- 
ect cost $5,600, of which the Government's share was $5,040, or 90 percent. 

Utze Lode Co., Chaffee County, Colo.; lead-zinc-copper. Total estimated cost of 
the project was $20,000, with Government participation of 50 percent. The 
actual cost was $22,116. The excess of $2,116 was spent by the company with 
the full understanding that the Government would not participate in the 
additional cost. 

Mines Management, Inc., in Stevens County, Wash.; lead-zinc. The exploration 
project cost $24,000. The Government’s share was $12,000, or 50 percent. 

Franklin Developers, Inc., Macon County, N. C.; strategic mica. This project 
was originally estimated to cost $3,600, 90 percent of which ($3,240) was Gov- 


ernment participation. The Government’s contribution, on completion of 


( 
contract, amounted to $2,876.76, leaving $363.24 unspent. 


Repayments on percentage royalty basis 


Under the provisions of all contracts, repayments of contributions are made 
to the Government on a percentage royalty basis on net profits from any ore 
shipped during and as a result of an exploration project. In the case of cer- 
tified discoveries or developments, repayments are made to the Government by 
the operators, or their successors, during a 10-year period from the date of the 
contract, until the total contribution is repaid (without interest) or until the 
10-year period has expired, whichever occurs first. Two of the operators whose 
projects were certified have made royalty payments to the Government. 
Thirteen properties producing ore and making repayments : 

Some further measure of success of the DMEA program is contained in the 
fact that ore is being shipped from 13 additional exploration projects, none of 
which has been certified. These 13 properties are producing ore during ex- 
ploration work and have made repayments to the Government for its contribu- 
tion toward the costs, and most are continuing on to complete their projects. 
One of the 13 has made full repayment amounting to $4,177.06. The royalties 
have been paid in varying amounts, most of them small, but they total (includ- 
ing those from properties whose projects were certified) $20,905.62. The min- 
erals involved in the operations of these uncertified projects now repaying the 
Government are lead-zinc, tungsten, manganese, copper, and uranium. 


Seventy projects show ore 


Field reports on 48 more projects, in addition to the 27 already certified or 
making repayments, show promise of the existence of ore deposits that may ulti- 
mately justify certification under the exploration program. The extent of these 
deposits is a matter of conjecture at this time, but ore sampling during the 
exploration work and other factors, including past records and geological data, 
imply future realization of the projects’ objectives. Uranium, tin, tungsten, 
strategic mica, beryl, manganese, lead, zinc, copper, antimony, and fluorspar 
are minerals named in the reports. 


5. NEED FOR THE PROGRAM 


The expanding economy and defense needs of the Nation require minerals and 
metals at an accelerated rate, and new sources must be found to replace our 
known domestic reserves which are fast being depleted. 

Exploration for additional deposits of minerals and metals has not kept pace 
with production. The more easily found deposits have been exploited. As a con- 
sequence more time and money are requireg to locate a deposit and exploration 
is less attractive to investors than other fiel@s. 

During World War II emphasis was placed on production and exploration was 
minimized. Industry concentrated its effort on production of ore from estab- 
lished reserves and it had no time, manpower, or money remaining to engage in 
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exploration. In early postwar years, this accelerated use of minerals and metals 
continued to satisfy civilian needs which had not been met because of all-out 
war production. Even when the supplies of civilian goods approached demand, 
there was li(tle or no exploration for new reserves, a condition partially 
attributable to an unfavorable economic situation. Now, during the present 
emergency, production has again been emphasized at the expense of exploration. 

The Congress, in enacting the Defense Production Act of 1950, recognized the 
need for exploration and development of our mineral resources, and that the 
actual work should be done by private enterprise. The fact was also recognized 
that where private capital cannot assume the long-term burden of exploration, 
financial assistance by the Government is necessary in a program for the en- 
couragement of discovery and development of mineral reserves, particularly those 
which are in short supply and critically needed for the Nation’s defense program 
and basic civilian requirements. 

There are those of the opinion that new domestic sources of minerals and 
metals do not exist. However, there are extremely large areas that have not 
been thoroughly explored, including those adjacent to known mineralized areas 
which still offer the best possibilities for exploration. The limits of known min- 
eralized areas have not been completely investigated and we know very little 
about potential mineralized areas hidden beneath surface soil, glacial and detri- 
tal material, cap rocks, and similar obstacles. 

The exploration program is necessarily one of long range. The exploration 
work itself takes time. It cannot be stopped and started at will with any ex- 
pectation of success. Experience so far in the program shows that the average 
time for completion of an exploration project is about a year. So, to gain the 
complete cooperation of the mining industry, its members must be reasonably 
assured that the program will continue over a period of vears. 

seyond the actual discovery of new sources of minerals and metals, the ex- 
ploration program is developing basic facts which may prove useful in appraising 
the minerals situation and outlook. Analyses of reports and records of ex- 
ploration projects under the program should develop much needed data on costs 
of such work, and rates. trends, and prospects of discovery, particularly with 
respect to submarginal deposits. 


6. THE PART OF SMALL BUSINESS IN THE PROGRAM 


The search for new sources of metals and minerals is so vital to the security 
of the Nation that every segment of the mining industry, regardless of its size, 
should make the maximum contribution which it can to the advancement of this 
work. The DMEA program works throughout all sezments of the industry, large 
or small, including miners, prospectors and free-lance partnerships. 

Many of the highly strategic minerals are not found in the United States in 
deposits of sufficient size to interest the operators of large companies, but the 
deposits are attractive to small-scale operators. In the case of several of these 
minerals, the portion of the Nation's supply obtained from domestic sources 
comes wholly from relatively small mining enterprises. Because of the urgent 
need for the more critical and strategic minerals, the maximum encouragement 
should be given to operators in these fields to increase exploration activities. 
Since the DMEA program, although not confined to this category of minerals, 
places emphasis upon them, it is especially helpful in making it possible for thee 
small operators to participate fully in the Nation's efforts to increase supplies 
of minerals and metals. 

Two preliminary studies made during recent months show that the small, in- 
dependent mining operator dominates the minerals exploration program. The 
studies, from different points of view, were made to determine the extent to 
which the small operator takes part in the DMEA program. 

The first was a survey of the financial strength, particularly as to investment, 
of the operators engaged in exploration projects under DMEA provisions. This 
inquiry revealed that two-thirds of the contracts executed were with small op- 
erators, most of them individuals or partnerships with very modest asset hold- 
ings. 

The second study related to the size of the contract. The facts determined 
dovetailed with those brought to light in the first investigation, thus fully sub- 
stantiating original opinions. This last study revealed that half the contracts 
executed call for a total project expenditure of $24,000 or less. Furthermore 
approximately cene-third of the contracts provide for the operator to spend 
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less than $3,000 of his own money even if the full amount of the original cost 
estimate is expended. 


os 


7. PERSON NEL 


As of September 15, 1952, employment on DMEA rolls totaled 55. Of this 
number, 54 were full-time salaried employees and 1 was an employee appointed 
for consultative work and compensated on a per diem basis, when actually 
employed. Fifty of the fifty-five employees are assigned to duty in Washington, 
1). C., and five are employed in the field service. 

In addition to the employees on DMEA rolls, the program utilizes the services 
of technical personnel of the Bureau of Mines and the Geological Survey. Field 
teams have been established in eight regions to perform technical examinations, 
appraisal, and inspection work. The work in each region is supervised by an 
engineer or a geologist designated as the DMEA executive officer for the region. 
live of the executive officers are employees of the Bureau of Mines and three 
are employees of the Geological Survey. 


DMEA field offices 


Region I—Alaska: Executive officer, DMEA, post office box 2990, Juneau, 
Alaska. 

Region I1—Washington, Oregon, Idaho, and Montana: Executive officer, DMEA, 
South 157 Howard Street, Spokane 8, Wash. 

Region I11—California and Nevada: Executive officer, DMEA, 1012 Flood Build- 
ing, 870 Market Street, San Francisco 2, Calif. 

Region IV—Arizona, New Mexico, Colorado, Utah, and Wyoming: Executive 
officer, DMEA, 224 New Customhouse Building, Denver 2, Coio. 

Region V—-North Dakota, South Dakota, Nebraska, Minnesota, lowa, Wisconsin, 
and Michigan: Executive officer, DMEA, 2908 Colfax Avenue, South Minne- 
apolis 8, Minn. 

Region Vi—Kansas, Louisiana, Oklahoma, Texas, Arkansas, and Missouri: 
Executive officer, DMEA, 221 West Third Street, Joplin, Mo. 

Region VI1—Tennessee, North Carolina, South Carolina, Georgia, Florida, Ala- 
bama, and Mississippi: Executive officer, DMEA, room 13, Post Office Build- 
ing, Knoxville 2, Tenn. 


Region VIII—Illinois, Indiana, Ohio, Kentucky, Virginia, West Virginia, Mary- 
land, Massachusetts, New York, Vermont, Maine, New Hampshire, Connecticut, 
Rhode Island, New Jersey, Delaware, and Pennsylvania: Executive officer, 
DMEA, c/o Bureau of Mines, Eastern Experiment Station, College Park, Md. 
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Tabulation of minerals exploration contracts, by States 
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DEFENSE Exectric PowEeR ADMINISTRATION 
Programs 


The Defense Electric Power Administration conducts the following programs 
which are separately discussed below : General supervision of power supply expan- 
sion to assure an adequate power supply for the Nation; performance of claimant 
agency, allocations, scheduling, and expediting functions to assure delivery of the 
materials and equipment needed by the electric power industry for the power 
expansion program and for maintenance and operation; allocation of electric 
energy, through the issuance of curtailment orders where shortages occur; and 
recommendation with respect to expansion aids provided under the Defense 
Production Act of 1950 as amended and Internal Revenue Code amendments 
relating to accelerated tax amortization. 


Authority 


The authority of Defense Electric Power Administration is derived from: The 
Defense Production Act of 1950, as amended (50 U. 8S. C. App. Supp. V, sec. 2061 
et seq.; Public Law 429, 82d Cong., 2d sess.) ; Executive Order 10161, September 
9, 1950, as amended (15 F. R. 6105; 16 F. R. 61, 8789; 17 F. R. 1171) ; Executive 
Order 10200, January 3, 1951 (16 F. R. 61); DPA Del. 1, January 24, 1951, as 
amended November 3, 1951 (16 F. R. 11245); DPA Order 1, May 24, 1951, as 
amended (16 F. R. 4913, 11088; 17 F. R. 899) ; DPA Regulation 1, as amended 
February 14, 1952 (17 F. R. 1467) ; NPA Order M-50; Interior Department Order 
No. 2605, as amended September 10, 1952 (17 F. R. 8366) ; Rewenue Act of 1950, 
September 23, 1950 (64 Stat. 989). 


Power supply 


Planning an adequate electric power supply for the Nation is one of DEPA’s 
primary functions. Constant attention is given to determining where and how 
much power will be required as the defense program advances. This power supply 
planning forms the basis of DEPA’s action in all of its other operations, including 
the presentation of materials requirements as a claimant agency, the allocation 
of materials among projects, the scheduling of delivery dates of power equipment, 
financial aids to expansion, and measuring the need ior power curtailments. 

The power supply planning function is conducted by means of analyses of power 
supply conditions by regions. In developing these analyses, two independent 
methods of data collection are used and checked against each other: First, 
regional load and capability information is obtained from the power suppliers 
and, second, nationa’ load forecasts are made by category of use. 

In collecting load and capability information from the electric utility industry, 
DEPA secures operating reports from and maintains continuous and close con- 
tact with regional power pool coordinating groups throughout the country. These 
groups prepare estimates of power requirements and loads on an integrated 
pool or area basis and these estimates are submitted to DEPA through the 
Federal Power Commission. This technique assures uniformity of reporting. 
Regional engineers from DEPA meet with such groups at intervals to clarify 
basic assumptions, to discuss operating conditions, and to compare data from 
various sources with respect to prospective large power loads. 

The second method, called the use category summation method, develops 
estimates of national residential and commercial loads, along with estimates of 
power requirements for various segments of industry such as chemicals, steel, 
aluminum, textiles, and paper. This method makes use of statistical studies by 
Government agencies, trade associations, and others. The aggregate power loads 
obtained by this method are used as checks against the national totals obtained 
from the regional and area estimates. 

From the data collected by these two methods, DEPA maintains studies show- 
ing month by month for three or more years the expected status of power loads 
and capabilities by regions and, where required, by local areas. 

From time to time DEPA prepares for restricted distribution among other 
defense agencies reports on the prospective power situation for the principal 
power regions, with a national summary. Such reports have been prepared as of 
December 13, 1951, May 1, 1952, and August 1, 1952. The first of these reports 
furnished basic data for the report by the Electric Power Advisory Committee 
appointed by DPA to submit recommendations on the size of the power expansion 
program. 

On March 19, 1952, DPA formally established a power expansion goal of 32,- 
000,000 kilowatts of generating capability te be added during the 3-year period 
1952-54 above the capability at the end of 1951 which was approximately 75,- 
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000,000 kilowatts. This goal was approximately at the limits set by the produc- 
tive capacity of manufacturers of heavy power equipment. The goal was ex- 
tended in August 1952 to cover the installation of 41,000,000 kilowatts for the 
4-year period 1952-55, and 1,000,000 kilowatts to be added in 1956 for special 
defense loads. Except for this 1,000,000 kilowatts, no goal is being established 
at this time as to the additional capacity to be installed in 1956. The expected 
steps in attaining the goal tor the years 1952-55 are shown below, in comparison 
with the planned development under the goal as previously established on March 
19, 1952. 
[Kilowatts] 


New goal Previous goal 


Year of installation 


Annual a Annual *e 
addition | CUmulative| adition | Cumulative 


7. 000, 000 


17 000. 000 | 20, 000, 000 
29,000 000 | 32, 000, 000 
41, 000, 000 


As indicated in the table, the planned addition for 1952 under the new goal is 
2,000,000 kilowatts less than under the previous goal. This slippage of 2,000,000 
kilowatts is largely attributable to delay in deliveries of heavy power equipment 
resulting from the inability of equipment manufacturers to obtain adequate 
amounts of materials during 1951. The 1952 plants which have slipped should 
be in service by early 1953. Prior to the steel strike it was expected that this 
could be accomplished without serious displacement of the 1953 schedules. In 
other words, it had been contemplated that 1953 completions would include both 
the 2,000,000 kilowatts which slipped from 1952 and most of the 11,000,000 kilo- 
watts originally scheduled for 1953, although a minor portion of the 1953 sched- 
uled installations would probably have been delayed into 1954 due to limita- 
tions in manufacturing capacity. 

These expectations were upset, however, by the steel strike and by the diver- 
sion of the initial flow of steel after the resumption of production to the military, 
AEC, and machine-tool programs having priority standing. It is definitely 
known that these events have already produced a slippage of the order of 
3,000.000 kilowatts in the previously established 1953 program. For this reason, 
as the table shows, the portion of the goal scheduled for 1953 completion has 
been revised downward to 10,000,000 kilowatts. This set-back to the power pro- 
gram cannot be made up before 1955 because of limitations in manufacturing 
capacity. 

In considering slippage, it should be borne in mind that installations of new 
generating canacity are usually scheduled to be in service in time to meet peak 
loads for a particular year. In most sections of the country such peak loads 
occur in December. If plants due to be in service by December slip into the 
following year by even 2 or 3 months, the effect on ability to carry load is in 
many Cases as serious as though the slippage had been the full year until the 
following year’s peak, 

One of the complicating factors in power supply planning is the emergence of 
large new loads not previously considered in programing additions year by year. 
The recently announced AEC expansion, for example, involves very substantial 
loads, giving rise to a host of changes in power supply planning. New machines 
must be inserted in manufacturers’ schedules which are already crowded; mate 
rials must be made available for new power plants which will serve AEC installa- 
tions. Similar problems will arise with other major additions to the defense 
program such as possible further aluminum expansion. 

In order to reduce the number of disruptions caused by the emergence of such 
unanticipated loads, the Administrator of DPA, at DEPA’s request, established « 
procedure by which all claimant agencies are to consult with DEPA on power 
supply before acting on any application for authority to commence construction 
of a project with power requirements of 2,000 kilowatts or more. In addition, 
DEPA has requested claimant agencies to consult DEPA during preliminary 
stages of all expansion programs involving substantial blocks of power, even 
before specific projects are planned. 

Forecasted margins of generating capacity are lower in some areas of the 
country than in others, such lower power margins in most gases being due to a 
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heavy influx of defense plants. Moreover, the regions where the margins are 
smallest are generally the regions where additional large defense loads are most 
likely to develop. DEPA has established relative urgency ratings for all new 
capacity additions scheduled for operation up to the end of 1954. These urgency 
ratings indicate the relative degree of protection against slippage which indi- 
vidual generating projects should receive. The higher urgency ratings have 
been assigned to plants in areas of lower prospective margins, the very highest 
ratings being assigned in those low margin areas where vital defense industries 
are located. The list of urgency ratings has been distributed to the Government 
agencies, manufacturers, and utilities involved as a guide to their operations. 

The large slippages in the power program for 1952 and 1953 have been par- 
tially offset by similar slippages in the development of expected loads. As a 
result, the outlook for the winter 1952-53 indicates general ability to carry loads, 
with the exception of the Pacifie Northwest where the situation is serious. In 
certain other areas, however, the margins of capability over loads are danger- 
ously low. In addition, the possibility of a shortage exists in the summer of 
1953 in the South-Central section which has a summer peak. The outlook for 
the winter 1953-54, except in the Pacific Northwest, is somewhat better depend- 
ing on whether further slippage can be avoided. 

The power supply function also embraces the investigation and encourage- 
ment of those interconnections and other transmission lines which can make 
needed power available. Interconnections are also a subject of discussion with 
the Federal Power Commission with regard to the grant of exemptions from 
FPC jurisdiction which are irequently necessary before utilities not otherwise 
subject to FPC jurisdiction will interconnect. 


Vaterials and equipment 


DEPA, as claimant agency for the electric power industry, is responsible for 
the allocation and distribution, within the limitation of over-all materials al- 
locations made by the Defense Production Administration, of controlled ma- 
terials required directly by electric utilities for the electric power expansion 
program, and for the maintenance and operation of electric power systems. 

We referred in our previous report to the stringencies which developed as a 
result of inadequate allotments of controlled materials to the power program 


and inability to cash allotment tickets during the latter half of 1951. Some of 
these effects were immediate. For example, to the extent that steel was not 
available in 1951 for completion of field construction of certain projects, near- 
term operating dates were delayed. A more important effect of the 1951 short- 
ages was delay in in-service dates originally scheduled for the latter part of 
1952 and the years 1953 and 1954. Asa result it became apparent that originally 
established expansion goals for 1952 could not be met. 

The situation was greatly improved in the first two quarters of 1952. The 
improvement resulted largely from greater recognition of the needs of the power 
program, notably in the form of increased material allotments, as a consequence 
of the review of the program by the Electric Power Advisory Committee named 
by Mr. Fleischmann, and the recommendations by the Joint Committee for Defense 
Production. This improvement also resulted from the better operation of CMP 
which led to increased “cashability” of CMP tickets in the first two quarters of 
1952. 

Schedules which had slipped previously because of lack of adequate allotments 
were stabilized during this period and the prospect of further slippage appeared 
to be greatly minimized. Spot problems occasioned by the lack of specific shapes 
of steel were solved in many instances by the coordinated efforts of NPA, DPA, 
and DEPA through the Electric Power Coordinating Committee. Such assistance 
was given both to utilities and to manufacturers of major equipment items. How- 
ever, shortages of capacity to produce certain steel items, such as tubing and 
heavy plate, were not solved and remained a very serious bottleneck. 

The relatively favorable progress of the first half of 1952 was arrested by the 
steel strike. Virtually no steel was obtainable for power plant expansion during 
the 2 months of the steel strike, and additional losses have been suffered during 
the recovery from the strike for reasons discussed below. As a result, additional 
slippage now appears inevitable, particularly because of delays in shipment of 
major equipment items. Even though material allotments henceforth were to 
permit manufacturers of equipment to operate up to their manufacturing capac- 
ity, it will not be possible until 1955, because of capacity limits, to make up for 
losses incurred as a result of the steel strike. The cumulative effect of delays 
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resulting from the steel strike superimposed on prior delays is expected to cause 
delays in in-service dates of from 2 to 6 months. This is reflected in the revision 
of the power expansion goal discussed in the power supply section of this report. 
A survey is now in progress to détermine the extent of the slippage for each 
individual project. 

The shortage caused by the steel strike caused the recurrence of a fundamental 
problem of the power program—inability to get priority over less essential pro- 
grams in obtaining materials during times of shortage. Indeed, insofar as supply 
to the military and AEC is concerned, power has a lesser priority status than 
other programs, even though power is indispensable. This is brought about by 
the B-5 priority procedure which gives special priority for procurement of mate- 
rials entering into the production of all tangible goods for the military and AEC. 
The B-—5 is not available to get materials for the construction of facilities to pro- 
duce goods or services for AEC and the military—such as power plants. The 
provision for AEC and the military of an adequate supply of those materials and 
services which are dependent primarily upon new plant construction—such as 
electric power—is thus less well protected than other military requirements. 

This fundamental problem was accentuated by control procedures adopted by 
NPA after the steel strike which were designed to assist the military and atomic 
energy programs in recovering the production lost because of the strike. The 
effect of these procedures was to cause further delays to other steel users, includ- 
ing the power program. This operated to increase the threat of inadequate 
power supply for those programs, in particular the atomic-energy program which 
is a large user of power. Recognizing the threat, DPA and NPA agreed that 
special expediting assistance should be extended to selected power plants neces- 
sary for service to AEC installations. Arrangements are now being completed 
to operate under this case-by-case expediting approach for AEC related projects. 

Whether this solution for AEC related projects is sufficient remains to be seen. 
It falls short, however, of the measures considered adequate and recommended 
by DEPA for the.power program generally under circumstances where norma! 
controlled materials procedures would not insure timely delivery of materials. 
To safeguard the power program under such circumstances, DEPA has urged 
that there be granted for the power program as a whole an automatic priority 
superior to that available for other expansion programs upon which the Nation’s 
total industrial output is less dependent. This recommendation was initially 
made at the time NPA and DPA were considering decontrol measures and it 
appeared that the long lead time power program might be left to drift admist 
the competition of less essential uses in a free materials economy. The recom- 
mendation was made again with regard to the anticipated adverse effect of 
NPA procedures upon the cashability of CMP allotments for the power program 
in the period of recovery from the steel strike. On neither occasion did DPA 
and NPA see their way clear to adopt DEPA’s recommendation. 

DEPA’s proposal that an automatic priority be extended to the whole power 
program rather than to just a selected part of it was based upon a reality about 
power curtailments concerning which there is much misunderstanding. Sub- 
stantial power savings cannot be achieved through curtailment of residential and 
commercial loads. Experience in all previous power shortage situations clearly 
demonstrates that if power supply is inadequate, the resulting curtailment o! 
loads must fall as a practical matter primarily upon industrial production. The 
joint committee’s electric power study recognized this problem and pointed out 
that the only assurance of adequate power supply for defense production is the 
completion on schedule of sufficient capacity so that curtailments will not be 
necessary. 

DEPA’s proposal for an automatic priority rather than for mere expediting 
assistance was based on the recognition of two inherent deficiencies in the ex- 
pediting technique: First, expediting assistance does not become available until 
procurement delays have become definite and sometimes-irremediable; second, 
expediting involves paper work in Washington on a case-by-case basis with at- 
tendant further delays. 

Scheduling.—Under a joint operating arrangement with NPA, the agency re- 
sponsible for production of power equipment, DEPA is responsible for determin- 
ing the sequence in which power equipment should be delivered to utilities in 
order to meet required in-service dates of power projects. This arrangement 

yas reached because of special factors affecting power expansion which merit 
explanation. First, power plants are essentially custom made, with the result 
that units designed for one location cannot usually be diverted to ether loca- 
tions. Second, since the power expansion goal calls for capacity operation by 
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power equipment manufacturers, any delay or idle time in manufacturers’ 
shops, whether due to materials shortages or other causes, is usually beyond 
remedy within the near-term period of the emergency. The interaction of such 
factors as these is such that advancing the delivery date of one essential power 
unit may delay several other units with an aggregate total loss in power supply 
exceeding the gain. To achieve the maximum in power supply under these cir- 
cumstances, the delivery date of each power machine and the impact upon all 
machines of alternative shifts in delivery dates must be weighed against power 
requirements, region by region. Thus, the problem is one demanding the closest 
coordination between power requirements and the equipment-manufacturing 
situation. 

Operations during the past year have confirmed the necessity of this approach. 
In 1951 only limited activity in the scheduling of power-equipment deliveries was 
necessary or appropriate, since the most rapid completion of units as originally 
scheduled and already in advanced stages of manufacture was then the ob- 
jective. Except for the special insertion of certain new AEC units, the sequence 
of manufacturers’ schedules was generally frozen as it existed. The deferred 
impact of 1951 materials shortages and the recent steel strike have required in 
1952, however, a substantial rescheduling of units intended for service in 1954 
and 1955 so that, insofar as possible, slippage will be assigned where least risk 
to power supply would result. The addition of large amounts of new capacity for 
AEC expansion in 1954 and 1955 has also required substantial rescheduling in 
1952. The arrangements between NPA and DEPA have permitted these changes 
to be made in a manner in which the interrelated effects upon equipment manu- 
facture and power requirements were jointly resolved. 

One handicap in the scheduling job has been delay in obtaining information 
as to the manufacturing situation as reflected in manufacturers’ schedules. 
While means for furnishing this information to DEPA have been improved in 
recent months, DEPA still lacks complete information on time. A further 
handicap in the orderly scheduling of power equipment has been the development 
of irremediable delays in manufacturers’ shops before information thereon has 
been received either by NPA or DEPA. In order to encourage the fullest action 
by manufacturers in avoiding delays to the most essential units, DEPA has pre- 
pared and keeps current a tabulation showing the relative urgency of electric 
power projects. This tabulation has been placed in the hands of power equip- 
ment manufacturers to guide their day-to-day action supplementary to the 
Government’s scheduling directions. 

Because power equipment manufacturing capacity will be fully required to 
meet the power expansion goal for the next.several years, the scheduling func- 
tion will be active even after controls over basic materials are relaxed. 

Eepeditiny.—The need for expediting is in direct proportion to failure in the 
operation or availability of more orderly procedures for the distribution of 
critical materials in the most essential directions. As explained elsewhere in 
this report, the urgent status of the power program received growing recogni- 
tion in 1952 with increased allotments of material, but it has been denied any 
priority treatment not also shared by general industrial uses in the economy. 
Accordingly, the important function of expediting, as a means of insuring timely 
delivery of materials without blanket priority assistance, has assumed a major 
role in DEPA’s operations. A large volume of bottleneck problems in the power 
program have had to be handled during the past year on a case-by-case expedit- 
ing basis with the several industry divisions of NPA. Because of the careful 
screening DEPA’s cases receive before presentation to NPA, these cases have 
received favorable treatment, and action has usually been successful except 
where the problem was already beyond cure before being referred to DEPA. 

As materials allocation procedures are relaxed with power expansion still to 
be completed, it is expected that expediting activity may be even more necessary 
and greater in volume, particularly with respect to critical power plants which 
supply atomic energy, military and certain other defense requirements. 

Other materials and equipment matters.—In its efforts to insure balanced 
progress in the development of the expansion program, DEPA has not only sup- 
ported adequate allotments of controlled materials to manufacturers producing 
equipment for the power industry, but has also endorsed measures to increase the 
capacity of such manufacturers. Goals for expansion of production capacity for 
this type of equipment have been established by the Defense Production Admin- 
istration. The target date for completion of most of these goals is January 1, 
1954. New capacity brought in under these expansion programs will produce 
equipment which will help to meet the approved goal for power installations 
after that date. 


24564—52——_16 
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In accordance with the policy of relieving pressure against scarce supplies 
of copper, this agency to the greatest extent practicable has supported the trend 
toward increased use of aluminum. As a result, substantially increased quanti- 
ties of aluminum have been used in transmission lines and an increasing quantity 
is also being used for distribution systems. The generally favorable supply situa- 
tion for most conductor items has permitted the power industry to make substan- 
tial progress in the transmission and distribution segments of the power pro- 
gram. Supplies of copper have not been entirely adequate, but screening opera- 
tions performed by DEPA and REA have insured that the most urgent projects 
were given sufficient materials to maintain orderly progress. 

Effective as of May 20, 1952, jurisdiction over the construction of electric 
utility operating headquarters, warehouses, garages, and other service build- 
ings was transferred to DEPA. This centralized the control over the construc- 
tion of all electric utility facilities in one agency. 

Reporting forms have been simplified during the past year to reduce paper 
work to the minimum consistent with the operation of the Controlled Materials 
Plan. 

The distribution of allotments of controlled materials to REA borrowers has 
also continued to operate smoothly as a result of the agreement between the 
Secretaries of Agriculture and Interior discussed in last year’s report. 


Limitation on use and delivery of power 


DEPA is responsible for assisting power shortage areas by seeking supple- 
mentary supplies of power from all available sources, atid if these actions still 
do not meet the power load, allocating deliveries of power among competitive end 
uses in the shortage areas. Power supply in the several regions of the country 
is under constant observation by DEPA’s regional engineers. When situations 
requiring the allocation of power arise, it is allocated in accordance with the 
relative essentiality to the defense program of its use in various industries as 
determined by the Defense Production Administration. 

In the exercise of DEPA’s power-curtailment function, existing arrangements 
among consumers and utilities covering the cost of power are not disturbed. 
Thus, sales of low-cost interruptible power may be cut off by an electric utility 
in accordance with the utility’s contract with its customer and the utility may 
offer higher cost power if such is available on its or a neighboring system. If 
such alternative power is available, no action will be taken by DEPA. Only if 
there is insufficient power to meet loads does DEPA impose curtailments and 
allocate power to users. 

In September 1951, water, weather, and load conditions caused a power short- 
age in the Pacific Northwest. Order EKO-4 (Limitation of Consumption and 
Deliveries of Electric Energy in the Pacific Northwest) was issued by DEPA 
providing the framework and procedures for any necessary curtailments. Some 
curtailment of load to industry and a partial brown-out were effected under this 
order for 1 week in September before rains restored and maintained stream 
flows at better than normal, thereby making further curtailments unnecessary. 
EO-4 was revoked on March 1, 1952. 

Increases in 1952 Pacific Northwest industrial and domestic loads without an 
equivalent improvement in power supply portend a more serious power-supply 
situation than last year. Limitation Order EO-4 has been reviewed and re- 
drafted, incorporating revisions indicated by last year’s experience. As in the 
previous order, the curtailment program will proceed in successive stages with 
restrictions on service to new loads and quota limitations on existing loads to be 
applied as necessary to meet immediate shortage problems. After discussion 
with the power producers in the area, the order will be put in final form for issu- 
ance when necessary. 

The power-supply situation in Texas has been critical during the past few 
months. Rapidly inereasing defense loads, plus normal growth of domestic and 
industrial loads, brought total requirements almost equal to capability. This 
situation was recognized early in the year and discussed with the Texas com- 
panies. Methods of obtaining assistance both within and without the area were 
developed in case they were needed. The loads which would be shed without 
Government order under the arrangements between utilities and their customers 
were reviewed and determined to be consistent with the defense program. Since 
the aggregate of such loads was sufficient to cover any anticipated power defi- 
ciency, no curtailment order was necessary. The actual loads experienced in 
late August exceeded all estimates but were carried with minor exceptions by 
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running of capacity at full output. The situation in this area for the summer 
of 1953 looks less favorable. 

The coming winter may bring further shortage problems, as indicated in the 
Power Supply section of this report, but at present it appears that no additional 
curtailment orders are necessary except in the Pacific Northwest. Such orders 
as are needed will probably be patterned after Order EO-4. In effecting any 
curtailment program, DEPA will work with the local power distributors and 
will seek maximum local administration. 


Expansion aids 


The DPA moratorium on issuance of necessity certificates for accelerated tax 
amortization which began in August 1951 ended in October 1951. Agreement 
was reached between DEPA and DPA with regard to the subsequent processing 
of applications for necessity certificates. It was agreed that applications would 
continue to be processed on the basis of the electric-power criteria in effect prior 
to the moratorium, with the resultant formula percentages subject to a post- 
moratorium scale-down required by DPA for postmoratorium cases in all in- 
dustries. 

This procedure was modified with respect to applications involving projects 
to be completed in 1954 in order to take account of geographical variation in 
prospective power-supply conditions and the likelihood of additional large 
defense loads in certain areas. The percentages resulting from application of 
the electric-power criteria are scaled down for the 1954 projects as follows: 
No seale-down in areas of prospective deficiencies margins, single scale-down 
for areas of close margins, and double scale-down for areas of more adequate 
margins. This treatment of 1954 cases proposed by DEPA was approved by 
DPA, and these cases have been handled accordingly. With the extension of 
the power-expansion goal into 1955, it is expected that 1955 cases will be processed 
in the same manner as 1954 cases. 

The modified procedure for 1954 and later cases followed recommendations 
of the Electric Power Advisory Committee, concurred in by DEPA, that measures 
be taken to avoid lack of regional balance in power supply. A principal threat 
of regional lack of balance arose from prospective financial inability to accom- 
plish required expansion in the critical power areas. It was in these areas that 
the greatest rate of growth in load and generating capacity was already under 
way, seriously depleting financial resources for further expansion. The con- 
tribution which retained earnings might normally make to new construction 
was of course stable, with the result that the amount of new financing necessary 
through bond and stock sales had increased in even greater proportion than 
the amount of plant expansion. As a result, the fund requirements of earlier 
expansion already pressed against the limits of bonded-debt-to-equity ratios 
and market saturation for new equity stock. Under these circumstances the 
availability of temporary tax savings through rapid amortization deductions 
could play a particularly helpful role in financing further expansion in areas 
of critical power supply. The modified procedure for 1954 and subsequent years 
was responsive to this need. 

This background also brings into focus the important role which rapid tax 
amortization has played in power expansion generally, for it has been im- 
portant for the same reasons, albeit in lesser degree, in other areas and for 
earlier years. 

It may be noted that the resulting percentages of rapid amortizition in the 
critical power areas in 1954 and later years are no higher than called for by an 
objective appraisal of the hazards of emergency construction ahead of normal 
requirements. This is so because the original electric-power criteria were based 
primarily on the hazard of overdevelopment and the economic burdens and 
handicaps of construction during an emergency period. The modified procedure 
here described merely restored application of the original criteria without 
scale-down for cases in the critical areas. (To comply with the DPA requirement 
that postmoratorium cases be scaled down in the aggregate, it was necessary 
to assign a greater scale-down to the less critical areas, despite the fact that 
the electric-power criteria for necessity certificates already gave effect in part 
to lower rates of expansion in the latter areas. ) 

DPA Regulation 1 on necessity certificates was amended March 1, 1952, to 
provide that projects costing $100,000 or more begun on or after March 1, 1952, 
would not be eligible for certification unless the necessity certificate or a letter 
of predetermination were issued prior to the commencement of construction. Un- 
der this requirement, delays in the processing of applications could have served to 
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delay starts for essential power-plant construction. With the close cooperation of 
the Office of Resources Expansion of DPA, there have been very few delays, and 
these very minor, pending the issuance of a necessity certificate or a letter of 
predetermination. 

In 1951 very few necessity certificate applications were acted upon by DPA 
due to the time required in obtaining initial DPA approval of the electric-power 
criteria, followed by the mid-1951 moratorium. Recognizing the importance of 
tax amortization in aiding power expansion, DPA gave special attention to the 
electric-power cases in early 1952, with the result that these cases are now 
substantially in a current status. 

As of September 1, 1952, 785 applications for necessity certificates had been 
received by DEPA involving a total amount of $4,059,539,212. Of these, 714 
applications for electric-utility projects involving $3,473,602,409 had been proc- 
essed by DEPA and forwarded to DPA. DPA has granted 513 necessity certifi- 
cates for electric-utility projects in the amount of $3,211,264,683, of which a 
weighted average of 44.4 percent has been authorized for rapid amortization. 
DPA has issued 22 necessity certificates for industrial power plants in the amount 
of $99,986,255, of which a weighted average of 52.5 percent has been authorized 
for rapid amortization. DPA has denied 180 electric-utility applications in the 
amount of $168,522,420 and three industrial power-plant applications involving 
$2,208,322. 

Nearly all applications for necessity certificates thus far processed have in- 
volved plants coming into service in 1954 or earlier years. As required power 
expansion for later years gets under way, it is anticipated that additional neces- 
sity certificate applications will be filed. Because of the cumulatively increasing 
importance of the financial aid offered by rapid tax amortization, the necessity 
certificates for the last segments of the power program may be expected to be 
the most important ones issued in aid of that program. 


Industry advisory council 


During the year commencing October 1, 1951, there was only one meeting, of 
the Electric Utility Defense Advisory Council—on December 6, 1951. The pur- 
pose of the meeting was to inform the council of several new developments and 
obtain an expression of opinion from the industry. The meeting was addressed 
by Mr. Manly Fleischmann, Defense Production Administrator, and Mr. BE. W. 
Morehouse, chairman of Mr. Fleischmann’s Electric Power Advisory Committee. 
Representation of small operators is assured by membership in the Industry 
Advisory Council of a representative of the American Public Power Associa- 
tion and of the National Rural Electric Cooperative Association. 


Personnel 
As of September 1, 1952, DEPA had 113 employees on the Government payroll, 


25 w. 0. ec. consultants and 54 inactive w. o. ¢. consultants. This number will 
have to be reduced before the end of the current fiscal year to conform with the 
appropriation to DEPA for the fiscal year 1953, which was 22% percent below 
the agency’s budget request as presented to the Congress. Whether the reduced 
number of employees can carry on DEPA’s activities adequately throughout the 
year depends on developments in each of the areas discussed above. Develop- 
ments which may particularly require personnel beyond the budget allowance 
would be a continuation of current materials shortages or the need for adminis- 
tering extensive power curtailments resulting from the failure of power capacity 
to be installed on time. 

From July 2, 1951, Mr. James F. Fairman has served as Administrator of 
DEPA. From October 1, 1951, until May 31, 1952, Mr. John D. Davis served as 
Deputy Administrator. On June 2, 1952, Mr. E. J. Dryer, general counsel of 
DEPA, became the Deputy Administrator. 


ACTION ON RECOMMENDATIONS OF JOINT COMMITTEE 


The recommendations of the joint committee are contained in the electric- 
power study published as Defense Production Act Progress Report No. 15 (S. Rept. 
1062, 82d Cong., 2d sess.). Actions taken as a result of these recommendations 
are as follows: 

1. The joint committee recommended that consideration be given to the crea- 
tion of-an Office of Electric Power and that this office be’ vested with authority 
to issue directives and take action necessary to see that allocation tickets issued 
in connection with the power program are honored promptly. A three-man 
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Electric Power Coordinating Committee was established on March 26, 1952, 
which DEPA, NPA, and DPA considered the most effective means of fulfilling 
the recommendation of the joint committee. The joint committee was advised 
of this action at that time. The Electric Power Coordinating Committee consists 
of the Defense Electric Power Administrator as chairman, the Deputy Adminis- 
trator of the National Production Authority, and the Assistant Deputy Adminis- 
trator, Office of Program and Requirements, Defense Production Administration. 
The committee has authority to “coordinate, in accordance with the policies of 
DPA, the actions of the agencies to insure that the approved electric-power ex- 
pansion program of Defense Electric Power Administration is completed on 
schedule.” In carrying out this function the committee is to “specify to DEPA 
and to NPA actions to effect the coordinated presentation of materials require- 
ments and to insure delivery of materials and equipment at the times and in the 
quantities needed to meet authorized construction schedules of generation, trans- 
mission and distribution projects within the approved power program.” The 
committee represents the powers of the three agencies comprising all Defense 
Production Act authority governing material for the power program. The com- 
inittee has made substantial progress in coordinating the presentation of mate- 
rials requirements for electric utilities under the supervision of DEPA with 
requirements for power equipment manufacturers under the supervision of NPA. 
Of particular importance was the committee’s action in obtaining tube rounds 
and other critical shapes of steel for power-equipment manufacturers. 

2. The joint committee recommended that the power program be formally 
recognized by a determination of the size of the program. This was done by the 
establishment on March 19, 1952, of defense-expansion goal No. 55, calling ior 
the installation of an additional 32,000,000-kilowatts of capacity during the 
years 1952, 1953, and 1954, above the December 31, 1951, capacity of 75,000,000. 
The establishment of this 32,000,000-kilowatt goal and its revision in August 1952 
are fully discussed in the section of this report entitled ““Power Supply.” 

3. The joint committee recommended that the Congress consider the advis- 
ability of adopting a national plan of daylight-saving time. DEPA’s first annual 
report to the joint committee points out that the only significant assistance would 
be in the North Atlantic region and in the Pacific Southwest, two areas of rela- 
tively favorable power-supply conditions at this time. The same conclusion was 
reached by the Electric Power Advisory Committee, which reported that the 
most substantial load reductions would occur in the urban centers of the East, 
where they are not now vitally needed. As the Joint (omimittee on Defense 
Production recognized in an early section of its report, the power savings through 
daylight-saving time are relatively small in amount. Bven these small savings 
may be needed at some future time, however. The Congress has taken no action 
on this matter, and DEPA considers that no action is required at this time. 

4. The joint committee recommended the maximum interconnection of power 
systems where power transfer between systems is practical. DEPA has en- 
couraged interconnections of significance from a power-supply standpoint, and 
has allotted materials necessary for their competion. With one exception, all 
interconnections deemed necessary by DEPA at this stage of partial mobilization 
have been completed or have been started. The one exception is the proposed 
California-Oregon intertie, which was recommended to the Congress by the 
Department of the Interior with the endorsement of DEPA as a defense-im- 
portant measure. The intertie failed of authorization and in view of the ex- 
pression by Congress of the need for further study an exhaustive study of the 
intertie is now being made by the Federal Power Commission at DEPA’s request. 
The Federal Power Commission has cooperated with DEPA in the review of de- 
sirable interconnections and has been helpful in promoting interconnections by 
granting exemptions from its jurisdiction in a number of instances where desir- 
able interconnections during this emergency would otherwise have been pre- 
vented. 

5. The joint committee recommended increased allocations of raw materials 
required to accomplish power expansion even though this might mean diverting 
materials from some other programs less essential to the national defense. Since 
the joint committee’s recommendation, allotments of materials for the power 
program by the Requirements Committee of the Defense Production Administra- 
tion have been substantially increased. Also, greater expediting assistance in 
securing the delivery of materials has been granted, representing some measure 
of recognition of the relative importance of the power program. Such recogni- 
tion has not been extended, however, to according the power program a program- 
wide special preference in the cashing of allotments. While such a program- 
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wide special preference was not needed in the first two quarters of 1952, a 
period of relatively good materials availability, it has been urged by DEPA 
recently because of the widespread failures in materials deliveries anticipated 
and already e\perienced due to the steel strike. As discussed more fully in the 
section on materials and equipment, special expediting assistance has been 
accorded selected projects related to AEC as a result of the steel strike difficul- 
ties, but for the reasons there described those measures do not meet the needs of 
the whole power program. 

Other recommendations of the joint committee, action upon which rests 
primarily with other agencies, are the following: 

6. The joint committee recommended that the Atomic Energy Commission give 
attention to the possibility of adding controlled atomic fission to the sources 
of energy available for industrial uses. This is a matter outside the jurisdiction 
of DEPA. It is understood that the Atomic Energy Commission has been 
working with utilities in this field. 

7. The joint committee recommended that consideration be given by appre- 
nriate authorities to complementing hydroelectric plants with thermal plants. 
In its approval of projects and the distribution of materials for the construction 
of projects, DEPA has acted in a manner consistent with this recommendation. 
Private utilities having hydroelectric generation also in most cases have steam 
plants operating in a complementary manner. In the area of Federal hydroelec- 
tric development, this is true, however, only of the Tennessee Valley Authority. 
Proposals for steam plants supplementing other Federal hydroelectric plants 
have been the subject of consideration by the Congress and are still under study. 
Not until such plants are authorized would they become applicants for DEPA 
action. 

8. The joint committee called attention to the desirability of further develop- 
ment of hydroelectric power and to the need for advance planning in view of the 
long lead time involved in the construction of such projects. Because of the 
long lead time factor, DEPA’s power supply planning for the Pacific Northwest, 
an area primarily dependent upon hydroelectric power, is projected 5 years ahead 
compared with 3 years abead for the rest of the country. All hydroelectric 
projects submitted to DEPA for authorization to begin construction and ma- 
terials allotments have been acted upon favorably. Extraordinary steps have 
heen taken to expedite material and equipment deliveries for hydroelectric proj- 
ects in the Pacific Northwest as well as to overcome other obstacles such as 
financing difficulties facing such projects in that area. Some of these projects 
have thus far been frustrated, however, by litigation in the State courts. The 
full development o* Federal hydroelectric projects depends, of course, upon 
congressional authorization. 


PETROLEUM ADMINISTRATION FOR DEFENSE 


General programs cenducted by the Petroleum Administration for Defense 
include the following : ° 

1. Forecasting of free-world demands for crude oil and its products under 
conditions of (a) mobilization and (b) possible all-out war. 

2. Determination of the supplies of crude oil available by areas in the United 
States and in other countries this side of the iron curtain. 

3. Determination of the usable capacity for refining crude oil by areas within 
the United States and by countries throughout the free world. 

4. Determination of the usable capacity of all facilities commonly used in 
transporting petroleum or its products—pipelines, tank cars, tank trucks, barges, 
and tankers. 

5. Determination of what expansion, if any, is needed in production, refining, 
and transportation to meet the forecast demands. 

6. Forecasting of demands for natural, manufactured, and mixed gas under 
conditions of (a) mobilization and (0) possible all-out war. 

7. Determination of available supplies of natural gas by areas in the producing 
fields. 

8. Determination of the potential capacity for production of manufactured gas. 

9. Determination of the transmiss'on capacity of natural-gas gathering sys 
tems, trunk pipelines, and distribution systems. 

10. Determination of what expansion, if any, is needed in production or trans- 
portation to meet the forecast demands for gas. 

11. Determination of the capacity of those supporting industries that con- 
tribute all or most of their output to the oil and gas industries—manufacture of 
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oil-field equipment, of certain refining catalysts, and of tetraethyl lead, for 
erample—and of any expansion of those industries necessary to meet fore°ast 
demands. 

12. Determination of the amount of materials needed in the oil and gas indus- 
tries and closely related industries to maintain current capacity and to provide 
needed expansion. 

13. Presentation before DPA and NPA of the claims for these materials and 
the justification for the claims. 

14. Distribution of the materials allotted by DPA to PAD among the various 
operating units of the industries, giving due priority to projects most urgently 
needed in the defense mobilization program. 

15. Determ'nation of the extent to which incentives for expansion of capac- 
ity—necessity certificates for accelerated tax amortization, for example, or 
defense loans—are required in each part of the industries involved. 


AUTHORITY 





PAD gets its powers from the following authorities: 
The Defense Production Act of 1950, as amended (50 U. S. C. App. Supp. V, sec. 
2061 et seq.; Public Law 429, 82d Cong., 2d sess.) ; 

Executive Order 10161, September 9, 1950, as amended (15 F. R. 6105; 16 
F. R, 61, 8789; 17 F. R. 1171) ; 

Executive Order 10200, January 3, 1951 (16 F. R. 61) : 

DPA Delegation 1, January 24, 1951, as amended November 3, 1951 (16 F. R. 
11245) ; 

DPA Order 1, May 24, 1951, as amended (16 F. R. 4913, 11038; 17 F. R. 899) ; 

DPA Regulation 1, as amended February 14, 1952 (17 F. R. 1467); 

DTA Delegation 6, May 5, 1951 (16 F. R. 4149) ; 

NPA Orders M—46, M-46A, and M-46B; 

NPA Delegation 9, February 26, 1951 (16 F. R. 1908) ; 

NPA Delegation 13,.May 25, 1951 (16 F. R. 5024; as amended June 1, 1951, 
16 F. R. 5295) ; 

Supplement 1 to NPA Delegation 13, June 30, 1951 (16 F. R. 6406) ; 

NPA Delegation 14, as amended March 6, 1952 (17 F. R. 1971); 

Interior Department Order 2591, October 3, 1950 (15 F. R. 6767; as amended 
December 21, 1950, 15 F. R. 9529; as amended January 29, 1951, 16 F. R. 982; 
as amended March 27, 1951, 16 F. R. 2896) ; 

Revenue Act of 1950, September 23, 1950 (64 Stat. 939). 

Interior Department Order 2198 established the Oil and Gas Division within 
the Department. Interior Department Order 2602, issued December 1, 1950, 
transferred to PAD most of the Oil and Gas Division functions except the admin- 
istration of the Connally “Hot Oil” Act. 


COOPERATIVE ACTIVITIES 





PAD since its inception has established close working relationships with a 
large number of other Government agencies. 

On January 17, 1951, for example, the agency concluded an agreement with 
NPA by which NPA agreed to delegate to PAD its authority over production and 
distribution of tetraethyl lead fluid, petroleum cracking catalysts, special in- 
hibitors used in gasoline, lubricating-oil additives, fluids and additives made 
esp. cially for well drilling. PAD for its part delegated to NPA authority over 
production and distribution of carbon black, ammonia, butyl rubber, and other 
synthetic rubbers and also delegated to NPA authority over distribution of 
naphthenates and a number of other widely used products. Effective May 14, 
1951, PAD delegated authority over the distribution of petroleum coke to the 
Administrator of the Defense Solid Fuels Administration, Department of the 
Interior. On May 7, 1951, for another example, the Defense Transport Admin- 
istration delegated to PAD authority for control over facilities for bulk storage 
of petroleum and gas, since tank storage is so closely related to refining and 
marketing. 

Details of these delegations are available in Senate ‘Report No. 1040 (82d Cong., 
ist sess.), First Annual Report of the Activities of the Joint Committee on 
Defense Production, pages 288-290. 

Close working relationships have been established between the Federal Power 
Commission and PAD on matters relating to gas and between the Interstate Oil 
Comnact Commission and PAD on matters relating to oil. Particularly close 
relationships have been established between PAD and the Texas Railroad Com- 
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mission and the Louisiana Department of Conservation as well as other State 
petroleum regulatory bodies. 

Distribution of controlled materéals to oil and gas operators in foreign coun- 
tries, except for Canada, is handled cooperatively by PAD, the Mutual Security 
Ageney, and the Office of International Trade. Distribution of materials to 
operators in Canada is effected through joint arrangements between PAD, the 
Canadian Division of NPA, and Canada’s Department of Defense Production, 
Toronto, Canada. 

PAD regularly calls on the Bureau of Mines and the Geological Survey for 
special statistical surveys and technical field studies. 

Two interagency committees are chairmanned by PAD representatives : 

1. The Foreign Petroleum Committee, which includes representatives of the 
Department of Defense (Munitions Board, Office of Petroleum Programs), the 
Department of Commerce (OIT and Maritime Administration), the Department 
of State, the Mutual Security Agency, the Defense Production Administration, 
and the National Production Authority. 

2. The Foreign Petroleum Materials Committee, which includes representatives 
of NPA, the Department of State, the Department of Defense, OIT, CPA, and 
MSA. 

PAD’s Assistant Deputy Administrator in charge of Foreign Petroleum Op- 
erations is the United States representative on the Petroleum Planning Com- 
mittee of the North Atlantic Treaty Organization and is a special consultant 
to the United States Ambassador at large to NATO. 


PROGRESS OF THE PROGRAM 


Calendar 1951 saw a new all-time record for well-drilling established in the 
United States—44,516 wells were drilled. Of these, 23,453 were producing oil 
wells, 3,080 were producing gas wells, 1,380 were service wells, and 16,653 were 
dry holes. PAD had hoped, basing its expectations on industry plans, that a 
total of 50,000 wells would be drilled during calendar 1952. Such drilling would 
have increased the Nation’s capacity for producing crude oil from 7,200,000 bar- 
rels a day as of January 1, 1952, to 7,722,000 barrels a day by year’s end. Loss 
of steel production during the steel work stoppages made impossible the produc- 
tion of pipe for this large a program, however. It is now estimated that 4°,000 
wells will be drilled during the year—still a record high—and that productive 
capacity will be 7,609,000 barrels a day at year’s end. 

From June 13, 1951, effective date of the beginning of the Controlled Ma- 
terials Plan for the oil and gas industries, through August 29, 1952, PAD had 
received 5,425 applications for permission to complete or construct a petroleum 
or gas project. Four hundred and one applications, for projects valued at $452,- 
496,892, were either denied by PAD or withdrawn by the applicants. A total 
of 4,878 applications were approved for projects valued at $4,724,772,922. 

Approvals by industry categories were the following: 


Gas __ Ti BT; 008.420; 365 
Re INE nisi cies 6 ee ee st ee 
Supply and transportation. Shel Ry eee ee ae 
Natural-gas processing__~__.-__ Dae 303, 296, 090 
Marketing Road ake eee! 21, 298, 479 
Production - 49, 131, 145 


A total of 146 applications were being processed by PAD at the end of August 
Also as of August 29, 1952, PAD had received applications for accelerated tax 
amortization on oil and gas projects valued at $3,833,791,000. It recommended 
to DPA approval of accelerated amortization on an average of 53 percent of the 
2.830,497,000 cost of the projects it found worthy of necessity certificates, dis- 
allowed amortization on $49,312,000 of the cost, and recommended denial of 
amortization on $335,172,000 of the cost. Applications for accelerated amortiza- 
tion on projects valued at $606,827 were still being processed by PAD at the end 
of August. 

An August survey by PAD disclosed that since the beginning of the Controlled 
Materials Plan on July 1, 1951, the industry had started construction of new 
basic refining facilities in the United States with an aggregate capacity for 
819.000 barrels a day of crude oil, planned total expansion of these facilities hy 
1,215,000 barrels a day. Facilities with a capacity of 528,600 barrels a day were 
scheduled—discounting delays caused by the steel strikes—for completion by 
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January 1, 1953, with the total rising to 742,460 barrels a day by July 1, 1953. 

Production of tetraethyl lead fluid, used to increase antiknock qualities of 
motor gasolines, improved sufficiently during the year to permit PAD to suspend 
its limitations on the use of the fluid in gasoline. Section 3 of PAD Order No. 1, 
the section that spelled out the limitations, was suspended April 1, 1952. 

Sufficient gas-transmission lines were laid during the past 12 months to permit 
PAD on August 22, 1952, to modify and liberalize its PAD Order No. 2, originally 
effective August 22, 1951, and designed to slow down extensions of natural-gas 
uses in areas where shortages threatened. The amended order completely re- 
moved restrictions on extensions in areas of Michigan not served with gas sup- 
plied wholly or partly by the Michigan-Wisconsin Pipe Line Co. It also modified 
restrictions in the areas in which it remains effective—Connecticut, Delaware, 
the District of Columbia, Massachusetts, those parts of Michigan served by the 
Michigan-Wisconsin Pipe Line Co., New Jersey, New York, and Rhode Island. 

Disparities between Gulf and east coast ceiling prices on heating oil pius high 
tanker rates for the haul from the Gulf to the East made it impossible for some 
suppliers economically to get enough oil to meet their commitments for the winter 
of 1951-52. As a result a shortage of heating oil threatened on the east coast. 
With the approval of the Department of Justice, PAD succeeded in concluding 
a voluntary agreement, effective February 19, 1952, under which 12 companies 
agreed to join in supplying oil and kerosene over and above their own commit- 
ments to suppliers in need. These 12 companies served on an East Coast Supply 
Committee and at PAD direction supplied 1,700,000 barrels of heating oil and 
kerosene to avert shortages in the Boston, New Haven, and New York areas. 
(Scheduled to conclude automatically on April 30, 1952, the East Coast Supply 
Committee in effect was terminated April 5, 1952. 

At the time the agreement was being effected, the Office of Price Stabilization, 
at PAD’s request, promised to review the heating-oil ceiling prices with a view 
toward preventing possible shortages in the winter of 1952-53. In July, OPS 
approved an increase in east-coast ceilings of 0.8 cent a gallon. 

During the past 12 months PAD also worked to make up several specialized 
shortages : 

1. To avert a threatening deficit of 2,100,000 barrels of Navy Special Fuel Oil 
below naval requirements, PAD on October 1, 1951, directed four companies to 
supply the oil during October, November, and December. It also directed 14 
other companies to make up on a pro rata basis any deficits in grade C fuel oil 
the four primary suppliers might suffer as a result of the diversion of their 
stock to production of Navy special. 

2. In an effort to increase the available supplies of aviation gasoline to meet 
expanding military and civilian demand, PAD on October 19, 1951, issued two 
orders. One, PAD Order No. 3, prohibits the use of alkylate and certain other 
blending agents in anything but aviation gasoline and requires the use of avail- 
able raw materials for production of alkylate as directed by PAD. The second, 
PAD Order No. 4, puts a floor on the amount of tetraethyl lead to be used in the 
manufacture of aviation gasoline—4 cubic centimeters for each gallon to be used 
by domestic airlines, 4.6 cubic centimeters for each gallon to be exported. 

3. In the late summer of 1952, PAD helped avoid a possible shortage of jet 
fuel for the military by persuading refiners voluntarily to increase their pro- 
duction of the fuel. 

These three situations provide examples of three of the principal means by 
which PAD has worked to avert shortages detrimental to tht defense program— 
by order, by directive, and by persuasion to cooperation. Chief reliance has been 
placed on the third of the methods. 

Free-world supplies of petroleum and its products came into sufficient balance 
with demands during the year so that the Secretary of the Interior was able on 
July 8, 1952, to revoke plan of action No. 1 under the voluntary agreement relating 
to the supply of petroleum tv friendly nations, effective June 25, 1951. This plan 
of action, itself effective July 26, 1951, was designed specifically to permit, at 
yovernment direction, trades and other transactions among 19 American com- 
panies with operations abroad in order to relieve free-world shortages caused 
by the shutting in of Iranian production of crude oil and products as a result of 
the controversy over nationalization of Iran’s oil. Transactions involving 
45,987,000 barrels of crude oil and refined products were covered in 25 schedules 
approved and issued by the plan’s administrator, the Assistant Deputy PAD 
Administrator in charge of foreign petroleum operations. The voluntary agree- 
ment itself was continued in existence to provide a mechanism by which PAD 
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could keep itself fully informed of statistics on foreign petroleum supply and 
demand. 

In mid-August a PAD survey determined that foreign refiners in countries this 
side of the iron curtain were planning construction to increase the capacity in 
these countries from approximate'y 5,000,000 barrels a day as of the end of 1951 
to 5,800,000 barrels a day as of the end of 1953. Indications were that the follow- 
ing will be the approximate foreign capacities in specialized facilities by the end 
of 1953 by comparison with those capacities at the end of 1951: 

Catalytic cracking : 500,000 barrels a day as against 200,000. 
Catalytie reforming: 15,000 barrels a day as against none. 
Thermal cracking: 900,000 barrels a day as against 870,000. 
Thermal reforming: 400,000 barrels a day as against 350,070. 
Lubricating oil: 75,000 barrels a day as against 57,000. 


NEED FOR THE PROGRAMS 


In 1940 the Nation was using about 4,000,000 barrels a day of petroleum prod- 
ucts, had a capacity to produce more than 5,000,000 barrels a day. The unused 
reserve capacity at the time was 34 percent above domestic consumption. With 
the outbreak of war this reserve was quickly used to take care of: rapidly. ex- 
panding demands. 

Today domestic consumption of petroleum products is about 7,290,000 barrels 
a day, and national capacity to produce is only some 8,000,000 barrels a day. 
Our reserve is only about 10 percent of consumption, and this provides only a 
small cushion for possible emergency. 

How severe the effects of even temporary dislocation of the petroleum industry 
can be was demonstrated during May 1952, when work stoppages closed down 
some 35 pereent of .the-Nation’s refining capacity. PAD had immediately, 
through PAD Order No. 5, to limit the inventories of all petroleum produets in 
the hands of resellers and to require agency approval for exports of the preducts. 
Through PAD Order No. 6 it barred sports and pleasure flying and restri: te: 
other flying to 65 percent of the March use of aviation gasoline. The restrictions 
were lifted as soon as the petroleum strikes had been settled, but the country 
had had abundant evidence of how thin was its margin of safety on petroleum 
supplies. 

Military demands continue to increase as the tempo of the defense program 
increases, and the armed services find themselves looking always for more and 
more products, especially aviation gasoline, jet fuel, Diesel fuel, and Navy spe- 
cial fuel oil, During fiscal 1952 the armed services purchased, in the United 
States and abroad, approximately 150,000,000 barrels of petroleum products. For 
fiscal 1953 they plan purchases of some 200,000,000 barrels. 

Free-world supplies in general, while in rough balance, must be expanded to 
meet growing demands. 

With the full approval of the National Security Resources Board and the De- 
fense Production Administration, PAD now is engaged in a program of encour- 
aging the industry to build a reserve productive capacity in the United States 
for crude oil of at least 1,000,000 barrels a day, with other industry facilities 
in step with that goal. 


SMALL BUSINESS 


PAD generally has taken pains to see to it that small business in the oil and 
gas industries is protected. Two programs in particular have been geared to 
this particular interest: 

1. In allocating oil-country tubular goods—casing, tubing, and drill pipe used 
in drilling and setting wells—that are available to it, the agency has made sure 
that smaller operators get their full share of the available pipe. Regularly it 
sets aside 5 percent of the available tubular goods in emergency field stocks. 
which are reserved almost completely for use by smaller operators in their wild 
cat (exploration) activities. Over the quarters of the Controlled Materials 
Plan smaller operators—those who normally drill fewer than 40 wells in a year 
have received approximately 35 percent of the available pipe; larger operators, 
65 percent. This ratio corresponds to that customary in the history of the in- 
dustry. For the fourth quarter of 1952, when only conversion pipe—pipe made 
from steel a mill gets from other than its regular source of supply—will be 
available in any quantity, smaller operators have been assigned 42 percent of the 
$1,000-ton total allocation; larger operators, 58 percent. 
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2. In recommending accelerated tax amortization on new refining facilities 
PAD has given special consideration to applications from smaller refiners. If 
all the projects PAD has approved are completed, the smaller refiners—those who 
normally run 20,000 barrels a day or less of crude—will have 6.5 percent of the 
catalytic-cracking capacity of the Nation, the most modern and efficient of all 
refining capacity. As of January 1, 1951, they had only 1.8 percent of the 
catalytic-cracking capacity. 


PERSONNEL AND ADVISORY COMMITTEES 


As of August 31, 1952, PAD had 340 employees on its rolls. Of these, 269 oecu- 
pied classified positions; 32 were administrative, executive, or technical per- 
sonnel serving without compensation by appointment under section 710 (b) of 
the Defense Production Act of 1950; 36 were part-time consultants serving with- 
out compensation by appointment under section 710 (b) of the Defense Produc- 
tion Act of 1950, and 3 were experts or consultants with compensation by ap- 
pointment under section 710 (c) of the Defense Production Act. As of September 
30, 1951, there were 353 employees on the PAD rolls, so the year has seen a de- 
cline of 13 employees.. Further reductions are scheduled. 

The Gas Industry Advisory Council was established in Mareh 1951, under sec- 
tion 701 (b) of the Defense Production Act of 1950. Set up by the Secretary of 
the Interior, the council advises the Secretary and PAD on gas matters relating 
to national defense. Advice of the council is available to all other Government 
agencies. 

The Secretary of the Interior, with the approval of the Attorney General, has 
made available to PAD the services of the National Petroleum Council. This 
council was established in June 1946 by the Secretary of: the Interior at the 
express suggestion of ‘the President. It is designed to provide advice and coun- 
sel on national oil and gas matters and to serve as a liaison between the Federal 
Government and the petroleum industry. The council is the peacetime equiva- 
lent of the Petroleum Industry War Council. Its services are available to other 
agencies of the Federal Government through the Secretary of the Interior. 

Nineteen American companies with petroleum operations abroad serve on the 
Foreign Petroleum Suppiy Committee, which was established under terms of 
the voluntary agreement relating to the supply of petroleum to friendiy na- 
tions. This agreement itself was authorized June 25, 1951, after consultation 
with the chairman of the Federal Trade Commission and approval by the At- 
torney General, by the Director of Defense Mobilization in uccordance with the 
provisions of section 708 of the Defense Production Act of 1950. The agreement, 
in which the 19 companies participate, authorizes the formation of the Foreign 
Petroleum Supply Committee and Subcommittees to consider petroleum supplies 
in friendly foreign nations and to recommend action designed to prevent, elimi- 
nate, or alleviate any shortages that threaten to afiect cr do affect the defense 
interests of the United States. Members of the committee and the subcommit- 
tees are appointed by the Secretary of the Interior as Petroleum Administrator 
for Defense. All 19 participating companies are entitled to representation on 
all committees under the agreement. ‘The work of the committee is used by the 
Defense Department, State Department, Mutual Security Agency, and the Office 
of International Trade and Maritime Administration of the Department of 
Commerce. 

Until January 7, 1952, PAD made use of the Military Petroleum Advisory 
Board, created by Interior Order 2562 of April 26, 1950, at the request of the 
War and Navy Departments. On January 7, 1952, however, by amendment 1 
to Interior Order 2562, the Secretary of the Interior transferred the functions 
of this Board to PAD, though he retained the framework of. the Board for 
possible future use. On February 15, 1952, the Deputy Administrator of PAD 
named two new committees to help carry out the functions transferred to the 
agency—ihe Military Fuels General Advisory Committee and the Military Fuels 
Technical Advisory Committee. Both groups confine their work to study of and 
recommendations on problems of military fuels. 

During the May strikes in the petroleum industry the Secretary of the In- 
terior, on May 13, 1952, with the approval of the Department of Justice, pro- 
vided for possible appointment of regional, State, and leeal industry committees 
to study the facts of petroleum supply and recommend ways to meet shortages. 
it was never found necessary to appoint the committees, however, and the 
Secretary of the Interior terminated the specific authority for their appoint- 
ment on July 7, 1952. 
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PROBLEMS AHEAD 


Major problems now confronting PAD may be briefly summarized as follows: 

1. Insure sufficient materials, particularly steel, to permit fulfillment of the 
essential expansion goals for the oil and gas industries and distribute the goods 
in accord with the demands of defense and of equity among operators. 

2. Insure sufficient supplies of petroleum products—especially aviation gas- 
oline, Diesel fuel, jet fuel, and Navy special fuel oil, which continue to be in 
tight supply—to satisfy the needs of the military. 

3. Insure production, transportation, and distribution of enough middle dis- 
tillates—kerosene, home-heating oil, and Diesel fuel—to the east coast to pre- 
vent a shortage there during the winter months of peak demands. 


DEPARTMENT OF AGRICULTURE 


DEPARTMENT OF AGRICULTURE, 
Washington, D. C., October 3, 1952. 
Hon. Burnet R. MAYRANK, 
Chairman, Joint Committee 0n Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In reply to your recent request, we are submitting 
the attached manuscript as the Department’s contribution to the annual report 
the Joint Committee on Defense Production will make to the Congress. The 
material has been prepared according to the outline in your letter of August 22. 


Sincerely yours, 
Wes.tey McCune, 
Executive Assistant to the Secretary. 


AGRICULTURE'S DEFENSE ACTIVITIES 


The Secretary of Agriculture, by Executive Orders 10161 and 10200, and De- 
fense Production Administration delegation No. 1 has been vested with broad 
authority under the Defense Production Act of 1950, as amended, with respect 
to food, plant fibers not included in the definition of food (except abacdi), farm 
equipment, and commercial fertilizer. Food is defined to include all commodities 
or products that are capable of being consumed by human beings or animals as 
well as fats and oils, naval stores, tobacco, wool, mohair, cotton, hemp and flax 
fibers. 

The Secretary is authorized— 

(1) To exercise allocation and priority functions with respect to food. 
This includes the issuance of orders restricting or prohibiting the use of food 
by manufacturers, providing for inventory controls, and requiring that a cer- 
tain portion of the production of a manufacturer be set aside for specified 
essential uses. Whenever the available supply of food is insufficient to meet 
all needs, the Secretary and the Administrator, Defense Production -Ad- 
ministration, jointly determine the over-all division of the available supply 
as between food for industrial needs (agricultural commodities used in 
nonfood products) and food for human and animal consumption. The Sec- 
retary, however, exercises allocation and priority authority with respect 
to all such food, subject to the provisions of an agreement between the De- 
partment and the National Production Authority, Department of Com- 
merce. In addition, the Secretary is authorized to exercise the allocation 
and priority functions in relation to domestic distribution of farm equip 
ment and commercial fertilizer. 

(2) To requisition food, farm equipment, and commercial fertilizer. 

(3) To act as claimant before any other agency vested with authority 
under the Defense Production Act for materials and facilities deemed neces- 
sary for provision of an adequate supply of the materials and facilities for 
which he has responsibility. 

(4) To certify to the Reconstruction Finance Corporation and the Export- 
Import Bank the essentiality of loans for the expansion of capacity, develop- 
ment of technological processes or production of essential materials in the 
ease of food and food facilities and, in certain cases, plant fibers. The Sec- 
retary may purchase or make commitments to purchase food for Govern- 
ment use or for resale for industrial uses or stockpiling, and take such action 
with respect to plant fibers upon certification of the Defense Production 
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Administrator. The Secretary may also certify programs for such procure- 
ment of food to the Defense Materials Procurement Administrator. Recom- 
mendations for the issuance of certificates by the Defense Production 
Administrator with respect to loans and procurement in the cases of farm 
machinery and fertilizer may be made by the Secretary. As a “guaranteeing 
agency,” the Department is authorized to develop and promote measures for 
the expansion of productive capacity and to guarantee financial institutions 
against loss in financing contractors in connection with defense contracts. 
The Secretary also makes recommendations on applications for certificates of 
necessity for tax amortization under section 124A of the Internal Revenue 
Code relating to facilities for food, fertilizer, and farm machinery. 
The Secretary is a member of the Defense Mobilization Board whose primary 
function is to serve in an advisory capacity to the Director of Defense Mobiliza- 
tion on all matters pertaining to mobilization activities of the Government. 


AGRICULTURE'S DEFENSE PROGRAM 


Based on the authority of Executive Orders 10161 and 10200, the Department 
serves in a variety of ways to help the Nation’s agricultural producers meet 
defense requirements for food and essential materials and to bring about equitable 
distribution of such products. 

The Department— 

(1) Determines over-all requirements of food and farm-produced raw 
materials for the civilian population, the Armed Forces, defense industries, 
essential reserves, and exports to friendly countries. 

(2) Sets production goals in line with these requirements designed to 
guide farmers and others responsible for farm production. 

(3) Helps farmers gear production plans to national needs and adjust 
farming practices to current conditions through agricultural mobilization 
committees organized in every State and county in the United States. 

(4) Allocates available supplies of food and fiber to meet requirements 
of military, foreign, industrial, and civilian users—implementing this func- 
tion with defense food orders when necessary. 

(5) Aets as claimant agency for machinery, equipment and supplies, 
metals, chemicals, other critical materials and facilities on behalf of food 
and fiber producers, processors, and wholesale distributors. 

(6) Works with other agencies of the Government in promoting the expan- 
sion of plant capacity affecting materials and supplies for agricultural 
production, processing, and wholesale distribution. 

(7) Computes prices for agricultural commodities necessary to determine 
legal minimum prices for use in connection with establishment of ceilings 
by the Office of Price Stabilization. 

(8) Cooperates with other agencies of the Government in meeting farm 
manpower problems. 

(9) Sets up import controls and, with the Department of Commerce, acts 
when necessary to conserve supplies by setting up export controls. 

(10) Carries out research in the fields of food and fiber production and 
agricultural economics specifically related to the Defense Production Act and 
other aspects of the Nation’s defense mobilization program. 


Production goals program 


In the national mobilization effort, it is agriculture’s task to feed and clothe 
more than 155 million Americans, to help equip ané supply our expanded mili- 
tary forces, and to furnish food to friendly nations allied with the United States 
in defending the free world. In addition, agriculture is giving full support to 
stabilization of the Nation’s economy by producing abundantly, increased pro- 
duction being a primary weapon against inflation. 

Basic to achieving these objectives on the Nation’s farms and ranches is the 
Department’s production goals program. Developed for States and counties as 
well as on a national basis, the goals provide a guide to farmers in making their 
individual production plans in line with the country’s over-all need. 

In 1952, American farmers were called upon to increase total agricultural 
production to a new record level—almost 50 percent higher than the annual 
farm output in the years immediately preceding World War IT. 

Special emphasis was placed on increased production of corn and other feed 
grains to provide the feed needed for our large livestock population. The goal 
for corn, for example, was established at 3,375 million bushels—9 percent more 
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than in 1951, and that for grain sorghums at 200 million bushels—20 percent 
larger than in 1951. Continued high output was called for in the case of wheat, 
cotton, and other defense-important crops. 

Although drought in the South curtailed production of some crops, notably 
cotton, farmers in September were making reasonably good progress in goal at- 
tainment. By early September 1952, it looked as though agricultural output 
this year would be about 1% percent greater than in 1951 and some 3 to 4 percent 
greater than in 1950. This achievement, and particularly the increased produc- 
tion of vitally needed feedstuffs, was stimulated by the production-goals pro- 
gram, which represents a matching of estimated requirements against capacity 
to preduce. 

Another year of record high farm output will be the aim of the 1953 produc- 
tion-goals program, for which planning was started early in 1952. Feed-grain 
production again will receive primary emphasis, since livestock continue to con- 
sume more grain than is available from current production. Feed-grain re- 
serves at the end of the 1952 feeding year are expected to be only about half as 
large as in 1949 and 1950. 

The 1953 wheat goal calls for 1,080,000,000 bushels from 72,000,000 acres 
as compared with nearly 1,300,000,000 bushels from about 77,500,000 acres seeded 
in 1952. The reduced goal reflects the generally improved supply situation for 
wheat resulting from a near record 1952 crop. Barley, rye, winter oats, winter 
flaxseed, and winter cover-crop seed goals call for increased production, as sup- 
plies of these grains and of some cover-crop seeds are below desirable levels. 
Goals for other crops will be announced, as usual, far enough in advance of the 
planting season to guide farmers in making their 1953 production plans. 


Meeting special production needs 


Castor beans.—A special domestic production program for castor beans, un- 
dertaken by the Department of Agriculture in cooperation with the Department 
of Defense, is in its second year. This crop is essential to numerous chemical 
and industrial materials and such military items as jet engine lubricants. Under 
the 1951 program, about 84,000 acres were contracted to castor beans, of which 
about 63,000 acres were harvested. Acreage abandonment was high and yields 
were low because of adverse weather conditions. Total production of castor 
beans from the harvested acres was about 21,000,000 pounds. The Commodity 
Credit Corporation acquired about 2,173,000 pounds of castor beans from the 
1951 crop from which, in addition to seed stock retained, approximately 634,000 
pounds of oil were processed. The oil was sold to the General Services Admin- 
istration for inclusion in the national stockpile. 

It is estimated that about 121,000 acres have been planted to castor beans 
under the 1952 program. Additional harvesting machinery and hulling and stor- 
age equipment have been provided to take care of the expanded program. Pre- 
liminary estimates indicate that this year’s harvest will double yields per acre 
of last year because of more favorable weather conditions, improvement in vari- 
eties planted, and development of better methods and machinery for planting, cul- 
tivating, fertilizing, harvesting, and hulling the crop. 

Guayule for rubber—To meet a possible emergeucy which would require do- 
mestic rubber production, guayule plantings have been established to provide a 
reserve supply of seed. This was done by direction of the Munitions Board 
of the National Military Establishment and the Defense Production Administra- 
tion. Under this program, which is to be terminated December 31, 1952, a rubber 
seed stockpile of some 10,000 pounds of fresh seed has already been built up. 
The seed is being stored under conditions where it will remain viable for up to 
10 years. Improvements in seed-picking machinery during the past year have 
resulted in 90 percent efficiency in harvesting guayule seed as compared with 
50 percent efficiency of wartime equipment and less than 70 percent efficiency 
of equipment available in 1951, Guayule processing methods developed by the 
Department have been accepted by industry as capable of producing rubber that 
is a complete substitute for the hevea rubber normally used. 

Kenaf for fiber.—A seed-production and fiber-purchase program for kenaf, a 
soft fiber plant similar to jute, was continued at the request of the Munitions 

soard, after certification by the Defense Production Administration that such 
a program is in the interest of national defense. Approximately 200,000 pounds 
of kenaf fiber produced in 1951 were sold in 1952 by the Commodity Credit 
Corporation on a bid basis to domestic manufacturers in such manner as to 
promote its widest distribution and most complete commercial testing. A portion 
of the 1.155.000 pounds of 1951-crop seed purchased in Florida, Cuba, and Guate- 
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mala were resold. More than 20 producer-contractors participated in the 1952 
kenaf program in 7 Western Hemisphere areas. Under the 1952 program, a 
maximum of 15 million pounds of fiber will be purchased. Meanwhile, progress 
is being made in research to develop kenaf varieties with disease resistance, 
better quality fiber, and better adaptation to conditions in the United States. 


Improved methods of harvesting and processing, including grade determinations, 
are also being developed. 


Materials and facilities for farm production 


In exercising its delegated responsibility under the Defense Production Act 
of 1950, as amended, the’Pepartment has’ continued to develop reqairements for 
agricultural materials and facilities and, as claimant for agriculture, has pre- 
sented such requirements to the appropriate defense production agencies. Needs 
have been determined for fertilizer, pesticides, farm machinery, electrical wir- 
ing materials, baling and fencing wire, food and fiber processing equipment, 
containers and other materials and facilities for production, processing, and 
wholesale distribution of food and fiber. In order that such requirements should 
be made as accurate and as realistic as vossible, the Department from time to 
time has conducted surveys and studies through its field organization under the 
general leadership of the Agricultural Mobilization Committees, especially 
through its field organization under the general leadership of the Agricultural 
Mobilization Committees, especially through the PMA State, county, and com- 
munity committees. 

The Department also has maintained close liaison with the defense production 
agencies through membership on standing committees and otherwise, and has 
sponsored and supported actions to permit agriculture’s requirements to be met. 

In addition to this basic responsibility, the Department has assisted numerous 
individual farmers, food processors, manufacturers, and distributors in obtain- 
ing needed materials, equipment, and facilities either through sponsoring or 
supporting priority or directive action or through informal negotiation with NPA 
and suppliers. 

Fertilizer.—In order to attain production of needed food and fiber, improve 
productive capacity of our soils for sustained high-level production, and im- 
prove farm incomes, the Department has sponsored an expansion program for 
70 percent more nitrogen, 55 percent more phosphate, and 51 percent more potash 
than was available for 1950-51. These amounts were based on studies of agri- 
culture’s capacity to produce in relation to the need for increased production and 
related factors. 

The nitrogen expansion program proposed by this Department was authorized 
by DPA January 4, 1952, when it announced a defense production goal aimed at 
providing 2,185,000 tons of nitrogen a year for agriculture by 1955, an increase of 
900,000 tons, or 70 percent above the 1950-51 level. DPA has been advised that 
this goal would be inadequate under conditions of full war mobilization. There 
is also the probability that with full mobilization, military requirements would 
seriously reduce the amount available for agriculture, at least until additional 
plants could be constructed, requiring about 2 years. 

A phosphate expansion goal was announced by DPA August 8, 1952, which 
included an increase of 1,250,000 tons of P.O; to bring the total for fertilizers to 
3,485,000 tons by 1955, a 55-percent increase over 1950-51. Corresponding goals 
for phosphate rock and phosphatic feed supplement production also were an- 
nounced. An increase of 740,000 additional tons of potash is called for in goals 
announced on August 15, 1952, bringing the total for 1955 to 2,185,000 tons, an 
increase of 51 percent over that available for 1950-51. 

Certificates of necessity, permitting accelerated tax amortization, have been 
issued as needed for the new nitrogen construction and are being issued for 
phosphate plant construction. It appears that the potash expansion goal will be 
met without recourse to special tax benefits. At present fertilizer supplies are 
short and probably will continue short until the bulk of the new plants being 
constructed come into production. 

The possibility of delays in the fertilizer construction program and a shortage 
of steel pressure-type tanks for storage of anhydrous ammonia, as a result of 
the steel strike, are major problems at present. 

The Department and the Association of Land Grant Colleges and Universities 
announced a joint program on September 11, 1952, which has as its objective 
bringing about more efficient use of fertilizer and lime as one means of increasing 
food and fiber production, building up the productivity of farm land, and inecreas- 
ing net returns to farmers. In order to meet their responsibility for assisting 
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in every practicable way the proper utilization of these increased supplies of 
fertilizers, the research, educational, credit, conservation, and production agen- 
cies of the Department are joining in a vigorous coordinated effort in cooperation 
with the land-grant colleges, State and local agencies, the fertilizer industry, and 
others. 

Pesticides —Supplies of most pesticides were adequate during the 1952 crop 
year as contrasted with the previous year when many of the more important 
materials were short. Generally light infestations of insects also eased the 
demand somewhat and reduced the pressure on supplies. 

The steel work stoppage seriously affected the production of benzene which is 
one of the more important ingredients of synthetic organic pesticides. Benzene 
supplies, as well as supplies of pesticides made out of benzene, were in good shape 
prior to the work stoppage, however, and no shortages are in prospect at this 
time. 

Farm machinery.—Production of farm machinery and equipment had risen to 
about the 1949-50 level just prior to the steel strike, following serious curtailment 
in late 1951 and early 1952. However, because of good over-all production during 
the 1951 manufacturing year, supplies of new machinery and repair parts have 
been generally adequate throughout 1952. 

The outlook for next year is less favorable because the impact of the steel 
strike will come during the period when the industry is producing the bulk of 
the machinery needed for the 1953 crop year. The supply picture for irrigation 
equipment and other items which are made principally of aluminum or copper 
is much brighter. 

The unusual demand for crawler-type tractors brought on by the mobilization 
pregram has created a shortage, particularly in the heavier models. As a result, 
the Department, in November 1951, worked out an arrangement with NPA 
whereby priority ratings would be obtained for farmers and other agricultural 
users. Even with such ratings, however, delivery of the heavier models has been 
slow, and it has been necessary for prospective purchasers to place orders many 
weeks ahead of time to have reasonable assurance of obtaining the equipment 
when needed. 


Food-processing equipment, facilities, and containers 


Food-processing facilities, equipment, and containers generally have been ade- 
quate to handle 1952 crops. This is due partly to the fact that the Department- 
from its allotment of controlled materials for construction purposes—was able 
to authorize construction and modernization of essential food-processing and 
wholesale food-distribution facilities. 

The most acute problem during the year was the tin-plate shortage which 
occurred during the steel strike, and threatened for a time to cause disastrous 
losses of foods for canning. Through full cooperation of the can-manufacturing 
companies, canners, and NPA, available supplies of tin plate were stretched suf- 
ficiently to handle perishable crops which matured during the period of the strike 
Action planned jointly by NPA and the Department restored the flow of tin plate 
very quickly upon termination of the strike, and serious food losses were averted 

A major problem in production of food-processing machinery has been the 
shortage of nickel-bearing stainless steel. This metal is necessary for those 
parts of food-processing equipment which come in regular contact with raw food 
and food juices, and its use, particularly in the case of dairy processing machin 
ery, is almost universally required by State and local sanitary regulations. 

The USDA-sponsored program to expand cotton-ginning facilities, which was 
initiated last year, was continued during 1952 and, generally, progress has been 
satisfactory. 

On-farm construction and miscellaneous farm supplies 

Production of most miscellaneous farm supplies was nearly in balance wit! 
requirements prior to the steel strike, but now many probably will be in short 
supply through much of 1958. 

During the current vear, allotments of controlled materials for agricultura 
construction were sufficient to permit the authorization of all essential on-farm 
construction projects, including the drilling of numerous irrigation wells in the 
Southwest, and the repair and replacement of facilities damaged by earthquakes 
in California. 

Supplies of bale ties, baling wire, and binder and baler twine should be ade 
quate during the remainder of 1952, as contrasted with difficulties which occurred 
last year. While the steel strike seriously curtailed production of galvanized 
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roofing and siding, more favorable aluminum supplies indicate a larger output 
of aluminum roofing and siding. 

Over all, the steel shortage has intensified need for the activities which the 
Department carries on in the fields of agricultural materials, equipment, and 
facilities. The Controlled Materials Plan should help to distribute equitably the 
impact of the steel shortage, while at the same time making it possible to give 
the necessary preference to direct military uses. This, however, will necessarily 
further limit the amount of materials that will be available during the “catch-up” 
period for essential defense-supporting industries, such as those which serve 
agriculture, and for the civilian economy as a whole. 

Rural electrical facilities 

To enable rural electrification systems financed by REA loans to obtain con- 
struction materials on the basis of their current requirements for meeting farm 
production needs, the Rural Electrification Administration maintains a pooling 
arrangement for allocating controlled materials among its borrowers. 

Acting under powers delegated by the Defense Electric Power Administration, 
this agency of the Department evaluates and determines the total claims by its 
borrowers for controlled materials, submits the total to DEPA, and distributes 
the resulting allotment among the individual rural power systems. REA handled 
a little more than 7,000 allotment transactions for its borrowers during the period 
from October 1, 1951, to September 30, 1952. 

The pooling arrangement has been effective in achieving an equitable distribu- 
tion of scarce construction materials. Recent allotments obtained from DEPA 
show improvement in the amounts of copper and aluminum available for exten- 
sion of rural electric lines. However, delivery of orders of heavy items of gen- 
erating equipment placed by a few borrowers have been subject to increasing 
delays, due to an increasing backlog of manufacturers’ orders and to the steel 
strike. This has caused serious inconvenience and delay to the construction 
schedules of those borrowers involved. 

All of the rural electric systems are classed as “small businesses,” and con- 
sumers served by these systems are for the most part farms and small rural indus- 
tries. Many of the REA borrowers serve defense installations, but their greatest 
contribution is in the help that electric power gives to farm production. More 


and more farmers are now able to use electric power to supplement and replace 
farm labor and to increase food and fiber production. The Department has 
spearheaded a campaign during the year just passed to encourage further use of 
electric power in agriculture. This electrified-farming campaign was given 
special impetus at a meeting of Department officials with leaders of farm- 
electrification organizations in February. Since then further aggressive effort 
has been taken to assist rural electric systems in this effort. 


Encouraging production erpansion in related industries 


In its field of responsibility, the Department considers applications for loans 
to agricultural and related business enterprises eligible for assistance under 
section 302 of the Defense Production Act. Responsibility for all financial aspects 
of this loan program rests with the Reconstruction Finance Corporation, but the 
Department certifies applications on the basis of essSentiality to defense, shortage 
of facilities or services, and feasibility from a technological point of view. In 
the period from October 1951 through September 1952, 67 applications aggregating 
$17,668,124 were reviewed, of which 8 totaling $2,725,000 were. given favorable 
reports, 38 were denied, 16 were withdrawn or transferred, and 10 were pending. 

The Department also considers applications for necessity certificates for 
accelerated tax amortization with respect to food and food facilities and the 
domestic distribution of farm equipment and fertilizer. In the period from 
October 1951 through September 1952, the Department considered 311 applications 
for special tax benefits, involving facilities costing $92,237,430, to encourage 
investment of private capital in production expansion necessary to the defense 
effort. Approval was recommended on 63, costing $12,273,733 for varying per- 
centages of the amounts requested. Unfavorable reports were made on 197 appli- 
cations; 26 were withdrawn or transferred, and 25 were pending. Criteria in 
accordance with the provisions of the act were strictly adhered to in recommend- 
ing approvals of these applications for special benefits. 

In the field of forest-products production, NPA is responsible for forest- 
products action programs, but the Department of Agriculture is called on to 
perform jobs of a service character by virtue of staff trained in forest products 
and other resources. These defense activities are conducted under a memorandum 
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of agreement with the National Production Authority. Services supplied have 
been mainly in connection with the production loan and tax-amortization pro- 
grams, and with the conduct of special studies and surveys needed as a basis 
for NPA action programs. 

During the period from October 1951 through September 1952, the Forest 
Service has prepared detailed appraisals of the timber resources available to 
124 applicants for accelerated tax amortization of industrial facilities producing 
pulp and paper, lumber, plywood, or other forest products. Similar appraisals 
and reports have been made to NPA on applications for defense loans. Such ap 
praisals have influenced the expansion of forest industries by guiding new ¢a- 
pacity into those areas where the raw-material situation appears most favorable. 

Special studies conducted for NPA included a comprehensive field survey and 
report on equipment, supplies, and manpower used by primary forest-products 
industries. This study made available for the first time an accurate estimate 
of the numbers and types of tractors, trucks, and similar essential equipment 
used in logging and at sawmills and other manufacturing plants, annual pur- 
chases and replacements of equipment and a wide variety of important supplies, 
and numbers of various kinds of workers employed in logging. Other speci:l 
reports included an appraisal of the chestnut-tannin-extract situation, potential 
supplies and requirements for cork under emergency conditions, and availability 
of wood waste to manufacturing plants in the United States. 


Allocation and export and import controls 

EHeport controls.—As a result of continued improvement in the supply-require- 
ments situation during 1951-52, most of the export controls which had been estab- 
lished during 1950-51 have been removed. Controls on exports to, friendly 
countries were removed on sugar, cotton, soft cotton waste, wool, wool neils, 
mohair, inedible molasses, sperm oil, coconut oil, palm oil, and oiticica oil. Cotton 
linters and medicinal castor oil, which were subject to export allocations in 
1950-51, may now be exported to friendly countries under an “open end” licensing 
system which applies no quantitative restriction but permits a continuing re- 
view of exports to prevent undue drain upon domestic supplies. Tung oil and 
commercial castor oil remain subject to quantitative export restrictions, with 
allocations being established quarterly. The Department also provided the Sec- 
retary of Commerce, through his interagency committee, advice on export con- 
trols of nonfocd materials and fibers. 

Allocations.—Under Defense Food Order No. 1, the domestic use of castor oil 
was continued subject to end uses and inventory control. Allocations of the 1952 
packs of canned vegetables and canned fruits were established in March. These 
allocations were accompanied by an extension of Defense Food Order No. 2 
under which packers are required to reserve specified percentages of their packs 
for procurement by the Armed Forces. This action was taken to facilitate pro- 
curement by the Department of Defense and to assure that any burden resulting 
from such procurement was spread equitably among packers. 

Because of the greatly improved world supply situation, the Cotton-Cotton 
Linters Committee of the International Materials Conference terminated its 
activities as of September 15, 1952. 

During the year the Wool Committee on the International Materials Conference 
took no action on proposals to allocate the world supply. The reduction in world 
consumption of wool, coupled with lower prices, has eliminated the pressures 
which led to consideration of inter. ational distribution controls. 

Import controls.—During the past year the Department continued controls over 
imports of butter, peanuts, peanut oil, flaxseed, flaxseed screenings, linseed oil, 
rice and rice products, which had been in effect for several years under various 
statutory authorities for the purpose of prohibiting commercial imports to pre 
vent interference with domestic price-support programs and, in the case of rice, to 
make certain that undesirable diversion from the Far East to the United States 
did not occur. Exceptions to the general embargo were in effect for certain of 
these products. In August 1951 cheese, casein, nonfat dry milk solids, and malted 
milk were placed under control in conformance with the provisions of section 
104 of the Defense Production Act, as amended. 

Commercial imports of cheese and casein could not be made except on the 
basis of import authorizations issued to importers. In general, individual 
importers were permitted to bring in cheese on the basis of their annual average 
of imports during 1948, 1949, and 1950 calendar years, although variations of this 
basic formula were used when i, vas necessary to do so to assure equitable treat- 
ment of importers. Import autsorizations for casein were generally based 
on each importer’s history during the 1950-51 fiscal year. 
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The basic legislation for import controls—section 104 of the Defense Produc- 
tion Act—was amended in the extension of the act which was signed by the 
President on June 30, 1952. The modified section 104 is different from the 
previous legislation in two respects: (1) It provides for controls by types of 
varieties and (2) it enables the Secretary to increase basic import quotas by 15 
percent when he believes it desirable in the interest of international relation- 
ships and trade. 

To implement the new law, the Secretary issued a “determination” on July 3 
which provided for— 

(1) Decontrol of flaxseed screenings, scalpings, chaff, or scourings; rice 
starch; and rice meal, flour, polish, and bran; and the following types of 
cheese: Emmenthaler or Swiss, Gruyere-process, Roquefort, and numerous 
miscellaneous varieties not containing Cheddar, Blue Mold, Edam, and 
Gouda. 

(2) Continuation of import embargoes on butter, butter oil, flaxseed, lin- 
seed oil, nonfat dry milk solids, peanuts, peanut oil, and rice. 

(3) Imposition of import embargo on peanuts for planting purposes and 
on malted milk and compounds or mixtures of or substitutes for milk or 
cream except those which have none of the customary uses of butter. 

(4) Maximum import quotas for casein or lactarine, and the following 
types of cheese: Italian in original loaves, Cheddar, Blue Mold, Edam, and 
Gouda, and varieties containing or processed in whole or in part from 
Cheddar, Blue Mold, Edam, and Gouda. 

(5) Continuation of open-end import quotas for registered or certified 
flaxseed or rice for planting purposes, and broken rice (including brewers 
rice). 

The regulations governing the import control program for 1952-53 were issued 
on July 3, as amendment 5 to DFO-3. On July 9, a statement of the policies and 
procedures relating to import authorizations was issued as suborder 3 to DFO-3. 
There were several major changes in the procedures for administering the pro- 
gram. The formula for establishing each importer’s share of cheese quotas was 
revised, restrictions on entries of quota commodities into foreign-trade zones, 
bonded warehouses, and on in-transit entries were removed, and a procedure was 
established whereby the Bureau of Customs will enforce individual import 
authorizations. 

Present policy provides fer initial licensing of approximately one-third of 
annual cheese quotas. Licensing of this portion of the quota is largely 
completed. 

During the remainder of the year there were no additions to or deletions from 
the list of commodities subject to control. Defense Food Order 8 and several 
amendments and suborders thereto governed the administration of the program. 


Civilian food program 


The Department continued authorized activities to insure against disrup- 
tions in distribution of civilian food supplies during the mobilization period and 
for planning necessary actions in the event of,emergencies. 

Four comprehensive series of estimates were prepared covering civilian 
requirements for 140 food items for the fiscal years 1953 and 1954. In addition, 
long-range estimates of civilian food needs were developed for the period 1957-58. 
In developing these requirements, consideration was given to previous con- 
sumption patterns, inventories necessary in distributive channels, market de- 
mand, and nutritional needs, with emphasis on the needs of such groups as chil- 
dren, and workers in essential industries. These estimates, among other uses, 
helped to provide a basis for production goal planning. 

As part of its program of advance planning, the Department developed basic 
nutritional guides for use in the determination of civilian food requirements 
should an emergency arise resulting in a reduction below current levels in the 
food supply available for civilians. 

Through liaison with the Defense Production Administration, the Department 
was apprised of the designations of critical defense areas where food shortage 
problems might arise because of rapidly expanding population. The designation 
of such areas was relayed to field personnel for review and, if necessary, an 
appraisal in cooperation with local distributors, of the adequacy of local food 
distribution facilities. A total of 170 such areas were designated as critical 
by DPA. 

The Department also cooperated with the Federal Civil Defense Administra- 
tion in a program to develop plans for insuring the distribution of civilian food 
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supplies during a civil-defense emergency. A formal policy statement and a 
blueprint for the necessary action by both USDA and FCDA was agreed to by the 
two agencies and issued to State and local civil-defense organizations and to 
State agricultural mobilization committees. 


International commodities and assistance 


Continuation of hostilities in Korea and the development of a free-world Mutual 
Security Program sustained the greatly increased calls on the Department for 
data necessary to appraise international agricultural trends and developments, 
and commodity stocks and supplies. Representatives of the Department partici- 
pated actively in interdepartmental and intergovernmental conferences dealing 
with these matters, particularly with reference to supplies of critical and stra- 
tegic materials. There was particularly close working relationship and liaison 
between Department staff members and such defense-connected groups and agen- 
cies as the International Materials Conference, the President’s Materials Policy 
Commission, the Economic Defense Advisory Committee, and the Office of Inter- 
national Trade. 

Of particular importance to defense was the work of technical assistance spe- 
cialists sent abroad through cooperative agreements with other countries to help 
improve the agriculture of those countries. In bringing about such agricultural 
improvement, their objective is to increase the economic stability of friendly 
countries as a bulwark against communism, and, in certain cases, to stimulate 
production of commodities necessary to the defense of the United States. These 
commodities include natural rubber, quinine and quinadine, coffee, cocoa, pesti- 
cides, and henequen, kenaf, and abacd (manila hemp) fibers. Department spe- 
cialists cooperated in this work with the Technical Cooperation Administration 
(through implementation of point 4 programs), and with the Mutual Security 
Agency, and the Food and Agriculture Organization of the United Nations. In 
the period from October 1951 through September 1952, about 125 specialists were 
recruited and assigned by the Department to aid in agricultural improvement 
programs abroad. At the end of the period a total of 226 agricultural tech- 
nicians were working in 24 foreign countries. 


Economic statistics and information 


The Department of Agriculture serves as the source of practically all statistics 
and estimates covering current and prospective production and supplies of agri- 
cultural products, agricultural prices, farm employment and wages, etc. 

Because agriculture’s main task in defense mobilization has been to supply 
the farm-grown food, fiber, and oil crops needed for civilian consumption and 
military use, in the face of an increase in population currently exceeding 144 per- 
cent a year, and in the face of an even faster rate of decline in the farm-labor 
force, a substantial part of the economic research and statistical services of the 
Department of Agriculture were devoted during the last year to special problems 
arising from this situation. In addition, the many different statistical services of 
the Department performed their usual functions of indicating potential trouble 
spots and guiding the public and private actions that comprise the production 
and distribution of farm products. 

In order that the Senate Committee on Agriculture and Forestry might have 
more basic facts regarding possible needs for reserves of storable commodities 
during this mobilization period, the chairman asked the Bureau of Agricultura! 
Economics to make a comprehensive study of the problem. The report on that 
study was published in May 1952, as a Senate document. 

Another noteworthy study was completed and published during the last 12 
months, under the title of “Agriculture’s Capacity To Produce—Possibilities 
Under Specified Conditions.” In this study the land-grant colleges and the United 
States Department of Agriculture made careful estimates of how much farmers 
could step up their production within 4 or 5 years, if all-out production were 
needed, if prices were favorable, and if adequate production facilities were avail- 
able. Then they estimated what production resources would be needed to attain 
this potential capacity output. 

Conclusions were that by 1955 farmers could, under the assumptions stated, 
produce 20 percent more than they did in 1950 and 18 percent more than they 
did in 1951 (this was definitely not a forecast). To attain such a marked increase 

in output, they could get along with about 1 percent fewer man-hours of farm 
labor but they would need to use considerably more machinery, lime, and ferti- 
lizers. For example, they would need five or six times as many cotton pickers, 
more than twice as many field-forage harvesters, a third to a half more pick-up 
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bailers, power sprayers, beet harvesters, and power manure loaders, a fifth to a 
fourth more mechanical corn pickers and combines, and an eighth to a fifth more 
milking machines and silos. 


Other programs 


The Department has been working closely with the Department of Labor and 
the States to analyze the various problems of getting and keeping enough agri- 
cultural labor to produce the necessary crops and livestock. Local studies have 
been made of the availability, utilization, and productivity of farm labor, and 
the turn-over or losses from the agricultural labor force to the industrial labor 
force. 

For purposes of price control, the Department computes legal minimum prices 
at which farm commodities are sold, and works closely with the Office of Price 
Stabilization on price regulations. 

Department field representatives cooperate with the Defense Bond Sales 
Division in a program to stimulate bond sales to farmers. 

In cooperation with the national scrap drive to support expanded steel produc- 
tion, the Department and its field representatives through the early part of the 
1951-52 period carried on a campaign to encourage farmers to turn in iron and 
steel scrap. 

Industry advisory committees 


To consult with it on food distribution and related problems, the Department 
has at the present time 30 industry advisory committees. The Secretary appoints 
the members of these committees on the recommendation of the agencies within 
the Department having direct operating responsibility for the commodities or 
activities which are to be the concern of the committee. The membership is 
carefully selected to represent independent, small, medium, and large enterprises ; 
different segments of the industry; membership and nonmembership in trade 
associations, and to assure geographical distribution in representation. 

Twenty-six of the Department’s industry advisory committees are identical in 
membership with committees appointed by the Office of Price Stabilization and 
four of the committees are identical in membership with committees appointed 
by the Defense Fisheries Administration. This follows the Department’s general 
practice of communicating with other Federal agencies in order to avoid com- 
mittee duplication or overlapping and also to secure a desirable integration of 
the defense work. This cooperation and coordination between the Department 
and other defense agencies is continued during the life of the committees. To 
make the selection of membership to committees and the conduct of committee 
meetings uniform in practice and to conform to certain legal and other require- 
ments, a printed instruction has been prepared as a guide to officials having 
responsibilities in this field. This instruction was submitted to and approved 
by the Department of Justice before issuance. 


FEDERAL RESERVE SYSTEM 


FEDERAL RESERVE SYSTEM, 
Washington 25, D. C., October 8, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In response to your letter of August 22, 1952, there 
is attached, for inclusion in the proposed report of the Joint Committee on 
Defense Production being prepared pursuant to section 712 (b) of the Defense 
Production Act, information relating to the operations carried out by the Board 
under authority of that act. 


Sincerely yours, 
Wma. McC. Martin, Jr. 


1, Programs conducted by your agency under authority of the Defense Produc- 
tion Act as implemented by Executive orders, departmental orders, delega- 
tions, etc. 

Under authority of the Defense Production Act, (a) the Board of Governors, 

until May 7, 1952, prescribed regulations with respect to consumer credit; (b) 

the Board, until September 16, 1952, prescribed regulations with respect to real 
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-State construction credit; (c) the Board, until May 12, 1952, acted to the extent 
required by law to implement the voluntary credit restraint program; and (d) 
the Federal Reserve banks, under regulations of the Board of Governors, act 
as fiscal agents of the United States in connection with the V-loan program for 
Government guaranties of defense production loans, and the Board of Gover- 
nors, after consultation with the guaranteeing agencies, prescribes fees, rates, 
and procedures to be utilized in connection with such guaranties. 


2. Authority from which your agency derives its power for such programs 

Authority for all of the above programs, except the program for regulation of 
consumer credit, is vested by the Defense Production Act of 1950 in the President, 
but, pursuant to section 703 of that act, the President by Executive Order No. 
10161, of September 9, 1950, delegated his authority with respect to these mat- 
ters to the Board of Governors. By virtue of Executive Orders No. 10193 of De- 
cember 16, 1950, and No. 10281 of August 28, 1951, all functions delegated by the 
President under Executive Order No. 10161 are performed subject to the direc- 
tion, control, and coordination of the Director of Defense Mobilization. By Ex- 
ecutive Order No. 10200 of January 3, 1951, there was established a Defense 
Mobilization Board to advise the Director of Defense Mobilization, and the 
Chairman of the Board of Governors of the Federal Reserve System is a mem- 
ber of that Board. 

The specific authority for the real-estate construction credit program is section 
602 of the Defense Production Act of 1950 and Executive Order No. 10161. This 
authority, however, has been modified by the following provisions of law: 

(a) Section 203 of title Il of Public Law 96, Kighty-second Congress, 
which amends section 204 of the Housing and Rent Act of 1947, as amended, 
and provides in part that real-estate construction credit controls imposed 
under title VI of the Defense Production Act of 1950 shall be relaxed to the 
extent necessary to encourage construction of housing for defense workers 
and military personnel in critical defense housing areas ; 

(b) Section 102 of the Defense Housing and Community Facilities and 
Services Act of 1951 (Public Law 139, 82d Cong.) which provides for the 
suspension of residential credit restrictions under the Defense Production 
Act of 1950, as amended, with respect to certain lower-priced housing units 
in critical housing areas. 

The section also permits the President to relax credit restrictions with 
respect to all other housing when he determines that such action is necessary 
to obtain the production of such housing needed in the area. Section 606 
of the same act provides for maximum down payments in connection with 
conventional or FHA financing of homes where the transaction price is 
$12,000 or less; and 

(c) Section 607 of the Defense Production Act of 1950, as amended by 
section 116 (b) of the Defense Production Act amendments of 1952, provides 
for a relaxation of real-estate credit controls with respect to residential 
property if housing starts for any consecutive 3 months fall below an annual 
rate of 1,200,000. In this event a down payment of more than 5 percent of 
the transaction price may not be required. Under Executive Order No. 
10373 of July 14, 1952, the estimates of housing starts are to be made by the 
Labor Department’s Bureau of Labor Statistics which will also make esti- 
mates of the annual rate of starts each month adjusted for seasonal varia- 
tions in the rate of construction. If,the estimates show that for each of three 
consecutive months starts are below a seasonally adjusted annual rate of 
1,200,000, then the Board, with the concurrency of the Housing and Home 
Finance Administrator, will announce a period of residential credit control 
relaxation to begin not more than a month after termination of the 3 months’ 
period. Such a period of relaxation may be terminated by the Board, with 
the concurrence of the Administrator, any time after construction starts 
during each of three consecutive months are found to exceed an annual rate 
of 1,200,000. 

The specific authority for the V-loan program is section 301 of the Defense 
Production Act of 1950 and Executive Order Ne. 10161 of September 9, 1950. 

The specific authority for the voluntary credit restraint program was contained 
in section 708 of the Defense Production Act of 1950 and Executive Order No. 
10161. The voluntary credit program was suspended, effective May 12, 1952, 
upon the recommendation of the national voluntary credit restraint committee 
which was concurred in by the Board. The authority for approving and carrying 
out any voluntary program or agreement for the control of credit was terminated 
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by section 708 (f) of the Defense Production Act of 1950, added by section 116 
(c) of the Defense Production Act Amendments of 1952. 

The Board derived its authority for the consumer credit program from section 
601 of the Defense Production Act of 1950, as amended, which authority was to 
be exercised (in accordance with and to carry out the provisions of Executive 
Order No. 8843 of August 9, 1941)-until such-time as the President determined 
that such controls were no longer necessary, but in no event beyond July 1, 1952. 
While the Board’s authority to regulate consumer credit was based upon the 
President’s order and could have been terminated by the President, Congress 
restricted the authority by the 1951 amendments to the Defense Production Act 
which limited down payments and maturities that could be prescribed by the 
Board with respect to extensions of consumer credit. However, section 601 of 
the Defense Production Act of 1950, as amended, was repealed entirely by section 
116 (a) of the Defense Production Act Amendments of 1952. 


3. A factual summary of each program including mention of any cooperative 
operations with other agencies 

Regulation of consumer credit—Following the relaxation of regulation W oun 
July 31, 1951, referred to in our previous report, the Board of Governors adopted 
several minor amendments in late 1951 and early 1952 designed primarily to 
make it easier for certain trades to comply with the regulation. Effective May 
7, 1952, after a review of developments in the economy generally and in the 
markets directly affected by the regulation, the Board suspended regulation W. 
The attached table (exhibit A) shows the minimum down payment and maximum 
maturity provisions of the regulation in effect at various periods from September 
18, 1950, to May 7, 1952. 

About 195,000 individuals and firms had registered with the Federal Reserve 
banks by May 1952 as doing installment credit business subject to the regulation. 
Of these registrants, approximately half had been examined during the period 
from September 18, 1950, to May 7, 1952, under the enforcement program con- 
ducted by the staffs of the Federal Reserve banks. As a result of these investi- 
gations, a total of 150 cases were referred by the Federal Reserve banks to the 
soard of Governors for further disciplinary action through May 7, 1952. United 
States district courts issued 16 injunctions against further violations, and the 
Board suspended licenses for varying periods in 7 cases. In 79 cases the 
nature of the violations was such that the Board referred the cases to the De- 
partment of Justice for action. Of the latter cases, 21 had been disposed of by 
convictions by September 9, 1952, and there had been no acquittals. 

Other Federal and State supervisory agencies, cooperating with the Board in 
enforcing the regulation for financial institutions under their jurisdiction, re- 
ported a total of 37,130 investigations (including reinvestigations) during the 
period September 18, 1950, to May 7, 1952. 

Regulation of real-estate credit—During the period beginning with the second 
half of 1951, the terms of regulation X were relaxed on two occasions prior to 
the suspension of the regulation on September 16, 1952. _Credit restrictions on 
one- to four-family residences were relaxed on September 1, 1951, in accordance 
with the provisions of the Defense Housing and Community Facilties and Serv- 
ices Act of 1951. After consideration of economic conditions generally and the 
equities involved in the September 1 relaxation, a further relaxation was made 
on June 11, 1952, in eredit terms on one- to four-family residences in price ranges 
which were not materially affected by the September 1, 1951, relaxation and 
on multiunit residences which had been subject to the original terms of January 
12,1951. (See exhibit C for original terms and all subsequent changes.) The 
regulation was also amended in several respects to improve its technical opera- 
tion, to provide for the equitable treatment of certain types of hardship cases, and 
to facilitate the defense program or other governmental programs without sacri- 
ficing the over-all objective of restraining inflationary forces. The Housing and 
Home Finance Administrator concurred in the Board’s actions. Representa- 
tives of the real-estate finance and building industries were consulted extensively 
concerning the technical and industry problems involved in the process of amend- 
ing the regulation. . 

The authority of the President to regulate real estate construction credit was 
modified by the Defense Production Act amendments of 1952. Section 607 of 
this act provides that, if in each of three successive months the number of hous- 
ing starts falls below a seasonally adjusted annual rate of 1,200,000, a "period 
of residential real estate credit control relaxation” must be announced in the 
Federal Register by the first of the second calendar month following such three 
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consecutive months. During any such period minimum down payments required 
by the regulations may not be in excess of 5 percent of the transaction price. 
The seasonally adjusted annual rate for each of the months of June, July, and 
August 1952, as estimated by the Bureau of Labor Statistics, was below the 
stipulated annual rate. In accordance with section 607 of the act, the Board, 
with the concurrence of the Housing and Home Finance Administrator, an- 
nounced a “period of residential credit control relaxation” effective September 
16, 1952, and at that time suspended regulation X. 

During the period prior to suspension of the regulation, the Board continued 
its program of periodic meetings of groups of Federal Reserve banks for the 
purpose of discussing administrative and enforcement problems. A System con- 
ference, attended by representatives of the 12 Federal Reserve banks, was held 
in September 1952, and 4 regional conferences, in each of which 3 Reserve banks 
participated, were held in January and February 1952. 

The Housing and Home Finance Agency, the Federal Housing Administration, 
the Veterans’ Administration, and the Federal Reserve System continued their 
program of cooperative research and statistical reporting to ascertain the 
effectiveness and equitableness of regulation X and the companion real estate 
credit regulations. 

From October 12, 1950, to August 31, 1952, Federal Reserve bank investigators 
conducted 8,600 investigations of the 50,000 individuals and firms engaged in the 
business of extending real estate credit and registered with the Federal Reserve 
banks. During the same period, the Federal supervisory agencies which co- 
operated in the enforcement program of regulation X reported 10,000 investiga- 
tions for compliance with the regulation. The supervisory agencies (other than 
the Federal Reserve) discovered 400 technical violators of the regulation, which 
resulted from a lack of understanding, and corrective action was taken. Fed- 
eral Reserve bank investigators discovered 500 similar violators and 30 violators 
of a more serious nature with whom compliance conferences were held. Only 
three cases were referred to the Board. In one case a consent injunction, en- 
joining the violator concerned from further violation of the regulation, was 
obtained. In the other two cases, the preliminary investigation was in progress 
when the regulation was suspended. The record indicates a high degree of 
cooperation on the part of registered lenders in complying with the provisions 
of the regulation. 

Guaranty of defense production loans.—The Defense Production Act of 1950 
provided for the guaranty of loans made by commercial banks and other pri- 

vate financing institutions to contractors, subcontractors, and others engaged 
in the performance of Government defense contracts for the purpose of expe- 
diting production and deliveries or services for the defense program. The 
original Executive Order No. 10161, issued September 9, 1950, named as guaran- 
teeing agencies the Departments of the Army, Navy, Air Force, Commerce, Agri- 
culture, and Interior, and the General Services Administration. During 1951 the 
Atomic Energy Commission and the Defense Materials Procurement Agency were 
designated by Executive order to act as guaranteeing agencies. 

The Federal Reserve banks act as fiscal agents of the guaranteeing agencies in 
these transactions and the procedure is governed by regulation V of the Board 
of Governors, as revised September 27, 1950. 

During the early part of 1951 some defense contractors were unable to obtain 
necessary financing for the performance of their defense contracts because of 
the reluctance of banks to make loans on the security of the assignment of pro- 
ceeds under Government contracts. The reluctance of banks to provide such 
financing arose from the fact that certain rulings of the Comptroller General of 
the United States under the Assignment of Claims Act of 1940 made it haz- 
ardous for private financing institutions to accept assigned contracts as col- 
lateral for loans. This situation created a serious impediment to the success of 
the guaranteed loan program, and in order to meet this problem the Board of 
Governors, together with other interested Government agencies, recommended 
an amendment to the Assignment of Claims Act of 1940 designed to remove the 
deterrent to participation by banks in the financing of defense contractors. By 
act of Congress dated May 15, 1951, the recommended amendment was ap- 
proved, and following the passage of this act there was a substantial increase 
in the number of applications for guaranteed loans. 

During 1951 the Federal Reserve banks received 879 applications for guaran- 
ties of loans aggregating $1,411 million. The guaranteeing agencies authorized 
the issuance of guaranty agreements covering loans amounting to $1,364 million 
On December 3, 1951, credit available, including loans outstanding, to borrowers 
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under guaranty agreements in force amounted to $1,148 million. On the same 
date there were outstanding loans aggregating $675 million. 

Voluntary credit restraint program.—The voluntary credit restraint program 
was in effect from March 9, 1951, through May 12, 1952. Its objective was 
to secure the cooperation of financing institutions of all types throughout the 
country in extending credit in such a way as to help maintain and increase 
the strength of the domestic economy through the restraint of inflationary 
tendencies and at the same time to help finance the defense program and the 
essential needs of agriculture, industry, and commerce. 

The program was administered by a national committee appointed by the 
Board of Governors of the Federal Reserve System and 43 regional committees 
appointed by the national committee. Five principal types of lending institu- 
tions were represented on the national committee—commercial banks, insur- 
ance companies, investment bankers, savings banks, and savings and loan 
associations. A member of the Board of Governors served as chairman. The 
national committee, which met periodically during the period that the program 
was in existence, directed general policy within the framework of the statement 
of principles of the Program for -Voluntary Credit Restraint, a document pre- 
pared by private financial leaders and approved by the Board after consulta- 
tion with the Attorney General and the Chairman of the Federal Trade Com- 
mission, as required by section 708 (c) of the Defense Production Act of 1950. 
The national committee also had the task of studying credit developments to 
appraise the effectiveness of the program and applying the principles of the 
program to various types of problems. Acting pursuant to authority given to 
it under the Program for Voluntary Credit Restraint, the committee issued 
several general bulletins implementing or clarifying the statement of principles 
of that document with regard to specific areas of financing. It also issued 
numerous memoranda to the regional committees relating to the program and 
related credit problems. 

The regional committees were available for consultation with individual 
financing institutions to assist them in determining the application of the 
statement of principles of the program to specific loans for which application 
had been made to such financing institutions. Consultation with a regional 
committee was wholly within the discretion of a financing institution, and 
the final decision-with respect to making or refusing to make any loan or 
loans was likewise wholly within the discretion of each financial institution 
whether or not it had consulted with any of the regional committees. 

Certain minor changes in the Program for Voluntary Credit Restraint, having 
been approved pursuant to methods prescribed by the Defense Production Act, 
became effective April 20, 1951. The program was further amended, effective 
April 17, 1952, to specify that, in accordance with the request of the President 
transmitted to the Director of Defense Mobilization on March 24, 1952, it would 
no longer seek to restrain and would not apply to the financing of or loans to 
States or local governments including counties, municipalities, districts, or 
other political subdivisions. 

On May 2, 1952, the national committee recommended to the Board that the 
screening of applications for financing in accordance with the principles of 
the program be suspended in the light of current circumstances. The Board 
concurred in this recommendation and, effective May 12, 1952, withdrew its 
request to financing institutions to act and to refrain from acting pursuant 
to and in accordance with the provisions of the program. 


4. A factual statement on the effectiveress of the program 


Regulation of consumer credit.—In the 7 months’ period from October 1951 
through April 1952, conspmer installment credit increased about $152 million, 
primarily in response to seasonal influences. The total outstanding on April 30, 
1952, was $13.3 billion, of which about three-fourths was subject to the regula- 
tion. This total outstanding compared with $13 billion on August 31, 1950, prior 
to issuance of the regulation. In the 3 months’ period May through July 1952, 
consumer installment credit outstanding increased by $1.4 to $14.7 billion. The 
attached table (exhibit B) shows the monthly changes in the amount of con- 
sumer installment credit outstanding from January 1950, through July 1952. 

Regulation of real-estate credit—It was indicated in the first annual report 
that, during the first 8 months of regulation, real-estate activity was restrained 
but not markedly reduced because of the exemption of preregulation X financing 
commitments. The regulation became increasingly effective during subsequent 
months and, reflecting particularly a sharp decline in the rate of starts during 
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the second half of 1951, the number of units started during the entire year 
totaled 1,091,000, about 22 percent below the 1,396,000 units started in 1950. 

A substantial relaxation of the terms of the real-estate credit regulation was 
made on September 1, 1951, for houses valued at $12,000 and below, in accord- 
ance with the Defense Housing and Community Facilities and Services Act of 
1951. The terms which had been in effect before that date probably continued 
to affect actual construction activity in the closing month of 1951. Although 
some time no doubt elapsed before builders revised their plans on the basis of 
the new terms, the September 1 relaxation was probably one of the factors re- 
sponsible for the sharp upturn in housing starts in the spring of 1952. By March 
1952 starts were exceeding 100,000 per month for the first time since June 
1951, and a monthly total around 100,000 units continued through August 1952. 

New mortgage lending on nonfarm one- to four-family houses, both new and 
existing, continued large in the first half of 1952, exceeded only in the record 
last half of 1950. Mortgage recordings on small nonfarm properties reached 
$1,590 million in July 1952—the highest volume recorded in any month since 
the regulation was issued. Outstanding mortgage debt on one- to four-family 
nonfarm properties continued to increase and on June 30, 1952, was estimated 
at $57 billion. 

It is difficult to assess the effects of the further relaxation of terms effective 
June 11, 1952, because of the limited time which elapsed between then and the 
suspension of regulation X on September 16, 1952. Since the relaxation was 
greatest for houses priced above $12,000, which constitute only about one-fourth 
of the housing market, it is not likely that any strong upward pressures would 
have developed. 

The terms of regulation X applicable to nonresidential construction remained 
the same from February 15, 1951, until the suspension of the regulation on Sep- 
tember 16, 1952. During the period covered by this report, materials controls 
were in effect, administered by the National Production Authority. The de- 
cline from the previous 12 months, therefore, of approximately 30 percent in 
nonresidential construction work of the type subject to regulation X, can be 
attributed only in part to credit regulations. 

yuaranty of defense production loans.-Frem-October 1, 1950, to August 31, 
1952, the guaranteeing agencies have authorized the Federal Reserve banks to 
issue guaranties covering 1092 loans in the total amount of $2,023 million. 
The following table shows the breakdown of guaranteed loans authorized as of 
August 31, 1952, by size of loan: 


Percentage distribution of V-loans authorized through Aug. 31, 1952, by size 
of loan 





Percentage of guaran- | Cumulative percentage 
teed loans authorized distributions 
Size of loan 


Number | Amount Number | Amount 


Under $50,000 
SOOT ee aoe es hee 
SIGRID 0 BOUOO win. 5 ii do wthdi cn akeebcnwequubipbweieue’ | 


I anni cs pastiche ae ein 
$500,000 to $999,999 

$1,000,000 to $4,999,999. ___ a 

$5,000,000 to $9,999,999. ..........-.....-.-.... 
$10,000,000 and over 


Rss 
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DK ROD OOw 
SERoee, © 
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It is estimated that guaranteed loans authorized to the end of 1951 (854 
loans in the amount of $1,395 million) were to defense contractors holding con- 
tracts aggregating between $8 and $9 billion. 

Voluntary credit restraint program.—The following paragraphs appraising the 
value of the voluntary credit-restraint program are taken from a statement pre 
sented before the Subcommittee on General Credit Control and Debt Manage- 
ment of the Joint Congressional Committee on the Economic Report on March 
19, 1952, by Mr. Oliver S. Powell, who was at the time a member of the Board 
of Governors of the Federal Reserve System and chairman of the national vol- 
untary credit restraint committee. 

“It is my firm conviction that the voluntary credit restraint program has 
achieved a large measure of success and has been an important companion and 





REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 261 


supplement of general and selective credit and fiscal controls in helping to stem 
the tide of inflation following the outbreak of the Korean trouble. It has given 
lenders in all branches of finance bench marks or guides for loan and investment 
policy in this emergency period. It has informed lender, borrower, and the gen- 
eral business public of the relation between credit and inflation. It has doubt- 
less been a considerable factor in the restoration of the public’s confidence in 
the purchasing power of the dollar which has resulted in a substantial increase 
in savings and a less active use of available funds. 

“Federal Government agencies in the lending field and in the civilian-defense 
offices have accepted the principles of this program and have given it excellent 
support. Finally, I am confident that many of the projects which have been 
postponed for the present will furnish a welcome backlog of spending power and 
business activity for the inevitable let-down in business which will follow the 
peak of the defense effort. 

“Statistical evidence of the effectiveness of the voluntary credit restraint pro- 
gram is difficult to provide. Defense and other essential activities have been 
adequately financed, and this has resulted in some increase in bank credit and 
in a tremendous volume of corporate and municipal security offerings. On the 
opposite side of the ledger it is impossible to measure the dollar amount of 
credits and security issues which have died in embryo.” 


5. A factual statement on the current need for the program 


Regulation of consumer credit—In announcing suspension of regulation W 
on May 7, 1952, after careful review of developments in the economy generally 
and in the markets directly affected by the regulation, the Board of Governors 
noted that it had recommended continuation of the authority for the regula- 
tion after June 30, 1952, so that it could be reinstated should subsequent develop- 
ments necessitate such action. Future need for such regulation, on an emer- 
gency basis, will depend on the extent of inflationary pressures in the economy 
generally as well as on the trend of consumer installment credit and on supply- 
demand conditions in markets for consumers’ durable goods. 

Regulation of real-estate credit —Regulation X was suspended effective Septem- 
ber 16, 1952, in its entirety, although under the provisions of the Defense Pro- 
duction Act, as amended, it would have been possible to have continued it in 
effect with a 5-percent down-payment requirement for residential construction. 
Continuation of a regulation specifying such a low down payment did not seem 
desirable, however, particularly since customary terms for either Government- 
aided or conventional real-estate loans would, in practice, require a higher down 
payment in most transactions. 

Although the Defense Production Act Amendments of 1952 did not modify the 
Board's authority to regulate nonresidential construction credit, it was felt that 
the continued regulation of such credit, in which expansion during the past year 
had been approximately one-tenth that which occurred with respect tp resi- 
dences, would be administratively impracticable and, in view of the mandatory 
relaxation for residences, inequitable. 

Guaranty of defense production loans.—The following tabulation shows the 
number and amount of guaranteed loans authorized from the beginning of the 
program to the end of each month in the period January to. August 1952: 


Guaranteed loans authorized to date 


Number Amount 


901 : 443, 000 
934 5 388, 000 
971 | _ 677, 786, 000 
998 i 

1,023 | 1, 787, 755, 

1,050 | , 867, 645 

1, 066 , 922, 

1, 092 2, 023, 403, 000 


Voluntary credit restraint program.—It is not possible at this time to say 
whether a situation will arise in the future which would suggest a renewal of 
the authority for this program. 
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6. A factual summary of the program as it relates to small business 


Guaranty of defense production loans.—Percentage distributions of the guar- 
anteed loans authorized from the beginning of the program to the end of August 
1952 are shown below, classified by number of employees of the borrower. 

Approximately 74 percent of the number and 20 percent of the amount of 
authorized loans were to borrowers, or borrowers in affiliated groups, having less 
than 500 employees. Approximately 77 percent of the number and 24 percent 
of the amount of authorized loans were to borrowers individually having less 
than 500 employees. Only about 5 percent of the loans authorized were for 
concerns employing more than 2,500 people, but these generally involved larger 
contracts and greater amounts of credit. They account for approximately half 
of the total funds involved. 


Percentage distribution of V-loans authorized through Aug. 31, 1952, by number 
of employees of borrower 


NUMBER OF EMPLOYEES OF BORROWER INCLUDING AFFILIATED CONCERNS 
UNDER COMMON OWNERSHIP OR CONTROL 


~ 
Percentage of guar- | Cumulative per- 
anteed loans au- | centage distribu- 

Number of employees | thorized | tions 
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Number | Amount | Number | Amount 
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NUMBER OF EMPLOYEES OF BORROWER ONLY (NOT INCLUDING AFFILIATED 
CONCERNS UNDER COMMON OWNERSHIP OR CONTROL) 


Under 25_._- 
25 to 49 

50 to 7 

75 to 99... 
100 to 149. 

150 to 249 

250 to 499 

500 to 999 Saas 
1,000 to 2,499 
2,500 and over 
Not available 
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No comments appear necessary with respect to the regulation of consumer 
credit and real-estate credit or the voluntary credit restraint program. 


7. A factual statement of action taken as a result of any recommendations or 
suggestions of the Joint Committee on Defense Production 


The Board consulted with the committee regarding the policy to be followed 
in handling allowances for articles traded in on listed articles purchased on 
credit subject to regulation W, consumer credit. 


8. Personnel and advisory committees 


The Board’s Division of Selective Credit Regulation, which had staff respon- 
sibility for administration of the consumer credit and real-estate credit regula- 
tions and the V-loan program, was abolished as of September 23, 1952. Since 
that time the V-loan program has been administered by the Office of Defense 
Loans with a staff of four persons. No persons are presently assigned to the con- 
sumer credit or real-estate credit regulations and none have been working on 
the voluntary credit restraint program since last spring. 

During the past year the Board of Governors utilized two business advisory 
committees for the purpose of obtaining technical advice on the subject of leas- 
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ing in connection with the real-estate credit regulation. Services of consultants 
employed on a per diem basis also were utilized during the year for a total of 
13 days. Several Federal Reserve banks had committees to advise them re- 
garding matters arising in connection with real-estate construction credit while 
the regulation was in effect. 

No advisory committees were utilized in connection with the regulation of 
consumer credit, and no such committees have been or are being utilized in con- 
nection with the V-loan program. The committees established in connection with 
the voluntary credit restraint program have been discussed in the answer to 
question 3. 


9. Major problems now confronting the agency 


Three of the programs carried out pursuant to authority of the Defense Pro- 
duction Act are inactive at this time, as indicated above, and there are no major 
problems to report in connection with the V-loan program. 


Exuisir A.-Minimum down payments and maximum maturities under 
regulation W 


Minimum down payment ! 


(percent) Maximum maturity (months) 


isted articles and loans ‘ 

Listed articles and loan Oct. 16, | July 31, Oct. 16, | July 31, 
1950 1951- : - 1950 1951 
July 30, May 6, va July 30, May 6, 
1951 1952 , 1952 


Sept. 18- 
Oct. 15, 
1950 


Sept. 18 


Listed articles: 
Passenger automobiles ? 
Major appliances $__- 
Furniture and floor c¢ °F 
Home improvement materials, a 

cles, and services ¢ 

Loans 
To purchase listed articles 
Unclassified 


! For automobiles, paya ble in cash, trade-in or both; for other listed articles, payable in cash from Sept. 18, 
1950, to July 30, 1951, and in cash, trade-in, or both, from July 31, 1951. Exempted from down payment 
requirements: Sept. 18-Oct. 15, 1950, listed articles costing less than $100; Oct. 16, 1950-Apr. 7, 1952, those 
costing less than $50; beginning Apr. &, 1952, those costing less than $100. 

? Automobiles of 1942 and older year model removed from list of articles subject to installment sale provi- 
sions beginning Jan. 2, 1952. 

3 Includes radios, television, refrigerators, food freezers, phonographs, cooking stoves, ranges, dishwashers, 
ironers, washing machines, clothes driers, sewing machines, suction cleaners, room-unit air conditioners, 
and dehumidifiers. 

4 Includes heating, plumbing, and other household fixtures. 

$ Requirement removed beginning Mar. 24, 1952. 

¢ Requirements same as on installment sales of the respective articles 


Exuisit B.—Estimate of amounts of consumer installment credit outstanding 


[Millions of dollars] 


Total installment credit out- ; 
standing at end of month Dollar change during month 


1950 1951 


January . --- Nee" re annccteaaeteas 10, 836 
February. ja ; kabanea 19, 884 
March... ints taille eas Racial a 11, 077 
I a 0 ar aa tent : 11, $22 
May... hws ewdau 11, 667 
June - es ; 12, 105 | 
July. s 7 , 12, 598 
SNA. nace cite igateinguanipaile Sia 13, 009 
September ‘ : pupae at 13, 344 
October : » eis ; 13, 389 
November eas ‘ 13, 306 
December ‘ss Le% ‘ 13, 459 
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Exuisit C.—Marimum 
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loan values and marimum maturities on real-estate 


construction credit subject to regulation X 


Prescribed by Board of Governors of the Federal Reserve System effective Oct. 12, 1950, for 1- to 2-family 
residences, Jan. 12, 1951, for 3- to 4-family and multi-unit residences, and Feb. 15, 1951, for nonresidential 
properties under authority of the Defense Production Act of 1950, approved Sept. 8, 1950, and amended 


Sept. 1, 1951 and June 11, 1952 


1- TO 4FAMILY UNIT RESIDENTIAL PROPERTIES AND FARM RESIDENCES 


Value per family unit 


Not more than $5,000 


More than $5,000 but not more than $9,000__. 
More than $9,000 but not more than $15,000... 
More than $15,000 but not more than $20,000 
More than $20,000 but not more than $24,250. 


Over $24,250 


Not more than $7,000 


More than $7,000 but not more than $10,000 
More than $10,000 but not more than $12,000- - 


More than $12,000 but not more than $15,000 
More than $15,000 but not more than $20,000- 
More than $20,000 but not more than $24,500 


Over $24,500 


Not more than $7,000 


More than $7,000 but not more than $10,000 


More than $10,000 but not more than $15,000 


More than $15,000 but not more than $21,000 


More than $21,000 but not more than $25,000 


Over $25,000. ........-...-. Liabpeasentidnegitl Divimaiil 


See footnotes at end of table. 


$9,600 plus 40 percent of | 





| $6,300 plus 75 percent of 


Maximum loan value ! Maximum maturity 


Oct. 12, 1950, to Sept. 1, 1951 (3- to 4-famfly units not in- 
cluded until Jam. 12, 1951) 


90 percent of value per fam- 
ily unit. 

$4,500 plus 65 percent of ex- 
cess of value per family 
unit over $5,000. 

$7,100 plus 60 percent of ex- 
cess of value per family 
unit over $9,000. 

$10,700 plus 20 percent of ex- 
cess of value per family 
unit over $15,000. 

$11,700 plus 10 percent of ex- | 
cess of value per family 
unit over $20,000. 

50 percent of value per fam- 
ily unit. 


25 years for properties valued 
at $7,000 or less.? 


20 years for properties valued 
at more than $7,000.5 





Sept. 1, 1951, to June 11, 1952 
| 
90 percent of value per fam- 
ily unit. 
85 percent of value per fam- 
ily unit. 
80 percent of value per family 
unit. 


25 years for properties valued 
at $12,000 or less.? 

20 years for properties valued 

excess of value per family | at more than $12,000.3 
unit over $12,000. 

$10,800 plus 20 percent of 
excess of value per family 
unit over $15,000. | 

$11,800 plus 10 percent of | 
excess of value per family 
unit over $20,000. | 

50 percent of value per family | 
unit. 








June 11, 1952, to Sept. 16, 1952 


| 95 percent of value per family 


unit. 


excess of value per family 
unit over $7,000. | 
$8,500 plus 55 percent of | 25 years for properties valued 
excess of value per family | at $12,000 or less.? 
unit over $10,000, | 20 years for properties valued 
at more than $12,000.3 
$11,300 plus 45 percent of 
excess of value per family | 
unit over $15,000. 
$14,000 plus 25 percent of 
excess of value per family 
unit over $21,000. 
60 percent of value per | 
family unit. 





Not! 
More 


More 


More 


More 


Over 
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Exutsit C.—Mazimum loan values and maximum maturities on real-estate 
construction credit subject to regulation X—Continued 


MULTIUNIT RESIDENTIAL PROPERTIES 


Value per family unit Maximum loan value! | Maximum maturity 


Jan, 12, 1951, to June 11, 1952 


Not more than $7,000___ 83 percent of value per | None. 

| family unit. 

More than $7,000 but not more than $15,000__| $5,810 plus 53 percent of ex- Do. 
| cess of value per family 

unit over $7,000. 

More than $15,000 but not more than $23,500__| $10,050 plus 20 percent of ex- Do. 
|} cess of value per family 

unit over $15,000. } 

Over $23,500 ‘ 50 agen of value per fam- | Do. 

ily unit. 





June 11, 1952, to Sept. 16, 1952 


Not more than $7,000 | 90 percent of value per fam- Do. 


ily unit, 
More than $7,000 but not more than $10,000__| $6,300 plus 55 percent of ex- Do. 
| cess of value per family | 
} unit over $7,000. } 

More than $10,000 but not more than $15,000_| $7,950 plus 54 percent of ex- | Do. 
cess of value per family | 
unit over $10,009. 

More than $15,000 but not more than $20,000_| $10,650 plus 50 percent of ex- 
cess of value per family 
unit over $15,000. 

More than $20,000 but not more than $25,000.; $13,150 plus 37 percent of Do. 

value per family unit over 
$20,000. } 

60 percent of value per fam- Do. 

ily unit. 


Do. 


Over $25,000 


NONRESIDENTIAL PROPERTIES 
Value of property 4 Feb. 15, 1951, to Sept. 16, 1952 


All values | 50 percent of value of prop- | 25 years.? 
| erty. 
} 


1 If the total amount of credit extended, including all outstanding credit which was granted after Oct. 
12, 1950, does not exceed $2,500, the loan is not subject to regulation X. 

2 If amortized through substantially equal monthly, quarterly, semiannual, or annual payments which 
fully liquidate the original principal amount in the prescribed period. 

3 An alternative to the method of amortization described in footnote 2 is allowed which annually reduces 
the original principal amount by not less than 5 percent until the outstanding balance has been reduced to 
50 percent or less of the value of the property. Not applicable to nonresidential properties. 

‘In the case of credit extended with respect to nonresidential property involving more than 1 non- 
residential structure, the maximum loan value may be applied separately with respect to each such struc- 
ture, or with respect to the entire property, at the election of the registrant. 


DEPARTMENT OF LABOR 


UNITED STATES DEPARTMENT OF LABOR, 
OFFICE OF THE SECRETARY, 
Washington, September 26, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


Dear SENATOR MAYBANK: In accordance with your request of August 22, I am 


forwarding herewith the Department of Labor’s report on defense activities under 
the Defense Production Act. 


Yours very truly, 
MICHAEL J. GALVIN, 
Acting Secretary of Labor. 
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REPORT ON DEFENSE MANPOWER ACTIVITIES 


A. Department of Labor’s authority for defense manpower responsibilities 


The Department of Labor’s participation in programs authorized by the De- 
fense Production Act, as implemented by Executive Order 10161, is also based 
upon various other acts prescribing powers and duties of the Department, in- 
cluding the organic act establishing the Department (37 Stat. 736; 5 U. 8S. C. 
611); the Wagner-Peyser Act of June 6, 1933, as amended (29 U. S. C. sec. 
49 et seq.) ; Defense Housing and Community Services Act of 1951 (65 Stat. 
293); Reorganization Plan No. 2 of 1949 and Reorganization Plan No. 6 of 

950. Executive Order 10161 specifies that the Secretary of Labor shall utilize 
the functions vested in him so as to meet most effectively the labor needs of 
defense industry and essential civilian employment; it also directs certain speci- 
fic actions to be performed either by the Department or in conjunction with 
other designated authorities. General Order No. 48, issued by the Secretary 
of Labor, assigned responsibilities within the Department and established the 
Defense Manpower Administration to coordinate the defense manpower activi- 
ties of the Department. 

Only the additional cost of stepped-up activities in our normal programs has 
been met with funds appropriated under the Defense Production Act, but the 
greater part of the total cost is financed from regular appropriations. 


B. The Department of Labor is concentrating on civilian manpower programs 
for defense mobilization 
1. Following five general areas: 

(a) Expanding and distributing the labor force where needed through 
voluntary decisions of labor and management. 

(0b) Expanding, conserving, and distributing specialized personnel hav- 
ing skills essential to defense mobilization. 

(c) Insuring the best use and productivity of the labor force. 

(d@) Creating demand for labor in areas where it is located through pro- 
duction, procurement, materials, and facilities location decisions, 

(e€) Planning for the contingency of a greater defense effort. 
Following specific policy, program and planning activities include— 

(a) Guiding and placing a greater than normal number of persons who 
enter the labor force or transfer from one type of employment to another. 
Among these will be approximately 1 million returning veterans and many 
“extra” workers required to meet defense manpower requirements. 

(b) Reducing or eliminating area labor shortages and area concentrations 
of unemployment by improving distribution of employment opportunities 
through facilities location, contract placement, materials allocation, and 
community employment planning. 

(c) Relieving manpower shortages in critical occupations through in- 
tensive programs of training, upgrading, transfer, and job breakdown. 

(d) Meeting the special manpower requirements of industries engaged 
in high urgency military production programs such as electronics, aircraft, 
atomic energy, and weapons. 

(e) Meeting agricultural manpower requirements necessary to reach in- 
creased crop goals. 

(f) Obtaining improved utilization and productivity of the labor force 
through full utilization of local labor, orderly interarea transfers, and vigor- 
ous programs of industrial safety and health. 

(7g) Developing in conjunction with the Department of Defense and the 
Selective Service System policies on military manpower procurement, defer- 
ment of registrants, and recall of reserves. 

(h) Developing measures for meeting requirements for engineers, scien- 
tists, and highly skilled workers by (1) stretching the existing supply, (2 
reducing requirements, (8) accelerating the training process, and (4) en- 
couraging greater numbers of people to undertake training in these fields. 

(i) Developing improved techniques for determining manpower require- 
ments and supply (total, by occupation, by industry and by area) at various 
levels of mobilization. 


C. Department of Labor participation and cooperation with other Government 
and private agencies in achieving defense-production needs 


1. In major policy and program determinations pertaining to manpower the 
Department of Labor: 
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(a) Participates as a member of the ODM Committee on Manpower Policy 
in order that civilian manpower programs can be coordinated with military 
manpower programs. 

(b) Cochairs with ODM a national labor-management committee. All 
major and significant manpower policies and programs are considered by 
this committee in order that manpower agencies get labor’s and manage- 
ment’s assistance in determining manpower policies and programs. 

(c) Participates with the National Security Resources Board, ODM De- 
fense Mobilization Board, ODM Production Policy Committee, the DPA 
Production Executive Committee in order to insure that manpower pro- 
grams are coordinated with production programs especially in regard to 
meeting production goals on schedule. 

(d@) Cooperates closely with the Department of Defense and Selective 
Service in programs for meeting military manpower needs. 

2. In connection with general area No. 3 in section B (insuring the best use 
and productivity of the labor force) the Department of Labor: 

(a) Participates in activities of the Critical Areas Committee of DPA 
in order that labor availability may be taken into account in determining the 
areas in which defense production may suffer because of manpower short- 
ages due to lack of housing and community facilities or high rental rates. 

(b) Develops and encourages a total skill-improvement training pro- 
gram which is correlated closely with industry’s manpower needs especially 
in the critical skills (supply less the demand) and particularly those re- 
quired to meet defense production goals. 

8. In connection with general area No. 4 in section B (creating demand for 
labor in _._____) the Department of Labor participates: 

(a) As a member of the Facilities Review Committee and the Require- 
ments Committee of the Defense Production Administration by contributing 
to the Committees’ deliberations through supplying information about man- 
power in order that decisions on the allocation of materials will be consistent 
with over-all defense mobilization objectives and contribute to more effective 
use of manpower as well as to minimizing unemployment. 

(b) In the Production Advisory Committee on Priorities Administration 
of NPA by contributing judgment and information about manpower in 
order that decisions on limitation as to conditions under which materials 
ean be used will be consistent with over-all mobilization objectives and 
provide the items most needed by the civilian economy and the military 
as well as contributing to minimizing unemployment. 

(c) With NPA, DPA, AEC, Department of Commerce, and other defense 
agencies having responsibility for plant location and expansion by insuring 
that manpower factors are taken fully into account in order that work 
will be located where workers are already housed and community facilities 
are already provided. 

(d@) With procurement and production agencies by insuring that defense 
procurement, consistent with mobilization objectives, is placed where the 
workers are housed and served by existing community facilities. 

(e) With the DPA Procurement Policy Committee in order that procure- 
ment policy will take into account manpower factors. 

(f) In the Atomic Energy expansion program through committees repre- 
senting AEC, HHFA, ODM, Defense Department, and other interested agen- 
cies, especially in connection with field surveys of areas in which expanded 
AEC facilities are proposed. Estimates are made of manpower availability 
within these areas, and plans are developed for bringing in additional labor, 
if such is needed. 

(g) With the Small Business Committee especially in regard to procure- 
ment. Close working relationships are maintained between the Department 
of Labor and the Smal! Defense Plants Administration. 

4. The Department of Labor has no regular industry advisory committees 
related to the defense manpower program. 


D. The Department. of Labor’s more important contributions to progress in the 
defense effort 
1. Preparation of or participation in major defense policy and program rec- 


ommendations to guide Government, labor, and management on the following 
subjects : 


(a) Procurement and production scheduling. 
(b) Manpower programs for selected defense industries. 
24564—52——_18 
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(c) Wage adjustments. 

(d) Alleviating distressed unemployment conditions in group IV (high 
unemployment) areas. 

(e) Defense training. 

(f) Agricultural manpower. 

(9g) More effective utilization of older workers. 

(h) Greater use of physically handicapped. 

(i) Greater use of domestic migrants as a means of reducing the number 
of foreign workers needed. 

(j) Meeting worker needs for housing and community facilities. 

(k) Accident prevention (booklet prepared and distributed on accident 
prevention for the construction industry; similar material now being pre- 
pared for the machine-tool industry). 

2. Within the framework of the major manpower areas described in section B, 
the following specific actions were taken in fiscal 1952. 

(a) Eaepansion and distribution of the labor force—During the year ending 
June 30, 1952, about 15,525,900 placements were made, of which 6,452,600 were 
nonagricultural, Many of these were in essential civilian or defense industries. 
Public employment offices through job-order clearances made 568,933 referrals 
which resulted in 139,000 placements. 

Arranged for the importation of 208,000 contracted Mexican workers; and 
employed at a peak of 122,000 Mexicans, 12,000 Puerto Ricans, and 12,000 other 
foreign workers to meet agricultural shortages. 

Consulted with numerous defense industry representatives in connection with 
planning measures to solve their manpower problems. 

Issued several materials dealing with job opportunities for women. 

Collected field data and reported findings to WSB relative to manpower avail- 
ability and wage rates for rare and unusual wage cases in which the maintaining 
of essential production was involved. 

There are 13 regional and 26 area labor-management committees; 22 of the 
area committees had been appointed since July 1, 1951. 

On July 1, 1951, there were 58 occupation categories listed as critical (in which 
demand exceeds supply). From July 1951 to August 1952 four categories have 
been added, two removed and nine revisions in existing categories (changes in 
occupations included within a category). 

About 2.3 million employer visits were made by local employment office per- 
sonnel and 462,360 employers were advised regarding loss and replacement of 
workers necessitated by the draft and recall of reservists. 

Direct assistance was rendered on 28,217 reemployment case problems which 
involved about 85,000 persons, of whom about one-fourth were veterans and 
rejectees. 

By the end of June 1952 procurement contracts valued at 1.1 billion had been 
placed in areas designated for preferential treatment and contracts amounting 
to $42 million were guided into the group IV areas (high unemployment) as a 
direct result of the preference procedures; this reduced unemployment 
substantially. 

(b) Expansion, conservation, and distribution of specialized personnel.—A 
monthly average of 126,000 employers participated in the apprenticeship pro- 
grams. A monthly average of 171,000 apprentices were enrolled and about 32,000 
completed their training during the year. In July 1952 there were 21,500 regis- 
tered apprentices in occupations listed as critical. 

A limited number of special occupational training programs were initiated in 
connection with the over-all skill-improvement program. As of August 30, 546 
establishments were carrying out in-plant skill-improvement activities. 

Issued 27,700 copies of the second edition of Occupational Outlook Handbook 
and furnished occupational outlook information for many schools which engage 
in occupational counseling to students. This handbook summarizes results of 
studies of employment opportunities in over 4383 occupations. Issued several 
special occupational outlook bulletins. 

Counseled 797,200 workers regarding job opportunities and occupational ad- 
justments, of which 55,200 were disabled veterans. 

As of July 1, 1952, there were on BES files 101,000 physically handicapped 
seeking employment through local employment offices ; 33,300 of these were dis- 
abled veterans. Many were placed during the year, but this indicates the need 
for increased emphasis as the mobilization effort goes forward. 

Participated in preparing report on the resources and requirements of spe- 
cialized personnel and recommendations as a basis for the issuance of ODM 
Manpower Policy No. 8. 
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(c) Use and productivity of the labor force—-Worked with employers and 
communities in developing programs for community facilities to reduce worker 
turn-over as well as creating conditions to induce better use and productivity of 
the local labor force. 

In aiding in meeting defense housing and community facility needs about 
300 areas were reviewed, 207 areas were classified and many report were fur- 
nished the Advisory Committee on Defense in fiscal 1952. By July 30, 329 field 
surveys were completed and 294 statements presented to the Advisory Committee 
on Defense Areas. . 

Issued 4,150 reference manuals on planning in-plant manpower utilization 
programs for industry. 

Sixty-two safety courses were given in 22 States on safety training. 

Seventeen safety courses were given to various unions. 

Three hundred-twenty-one special safety trainer institutes were held, and 
training programs were given in 11 different industries in 13 States. 

Various safety programs for Federal agencies were developed in cooperation 
with these agencies. 

Three special industry safety programs were conducted, and as a result of 
these programs, within 6 months the industries have shown injury frequency 
reductions of 13, 35, and 37 percent. In addition to these programs, six other pro- 
grams started prior to this year have also been in operation and improvements in 
accident experience for these additional six industries averages about 17 percent 
for each. 

Reports on industry manpower studies were received from 90 important in- 
dustries and complete analyses were prepared in 20 cases. 

A total of 178 major labor-market areas and a varying number of smaller 
areas are presently reviewed every 2 months for classification in group I through 
group IV. In July there were 4 areas in group I, 58 in group II, 95 in group ILI, 
and 21 in group IV. 

Many copies of these area classifications were distributed to officials respon- 
sible for procurement, production, and facilities location (group I and group IV 
of primary interest). 

(d) Creating demand for labor where it is available—During fiscal 1952 re- 
viewed 6,000 applications for certificates of necessity (proposed projects request- 
ing accelerated tax amortization), prepared recommendations relative to man- 
power considerations on about 100. This is done to (1) avoid overloading con- 
gested industrial or manpower shortage areas; and (2) assist in creating job 
opportunities where unemployed manpower is available. 

(e) Planning for contingency of a greater defense effort——Prepared several 
feasibilty studies dealing with manpower resources and requirements to meet 
both military and civilian needs at various stages of mobilization. 


BE. New problems requiring greater emphasis 


In regard to programs pertaining to fulfilling defense procurement and pro- 
duction facility requirements major emphasis has been and is presently being 
given to the immediate short-run considerations. As mobilization goes forward 
greater emphasis should shift to longer-term consideration of policies, plans, and 
programs and appraisal of their adequacy for attaining the industrial potential 
(broadened base) needed for meeting production requirements under conditions 
of full mobilization. 

Major problems which now demand greater attention involve (a) undertaking 
new planning programs which are in addition to the activities mentioned in seec- 
tion C; (b) greater emphasis on some regular programs which are specifically 
pointed toward facilitating the attainment of presently determined defense pro- 
duction goals, and (¢c) development of policies, plans, and programs which would 
be encountered in a period of full mobilization. 

Such activities should inelude— 

1. The placing of more emphasis on studies, plans, and programs relating 
to future manpower availability as a major consideration in the location 
of expanded defense production facilities and plans and programs should 
be devised to further implement announced policy relating to creating jobs 
in locations which will assure that only minimum migration will be necessary 
in event of full mobilization and that under such conditions essential pro- 
duction will not be curtailed because manpower supplies are inadequate in 
areas where defense plants are located. 

2. Continued emphasis, in accordance with Defense Manpower Policy No. 
4, on manpower availability in procurement as a means of alleviating dis- 
tressed conditions in areas of high unemployment. 
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3. Further study, revision, and strengthening of programs in order to 
encourage greater utilization of domestic migratory workers, and thus reduce 
the number of imported workers needed, 

4. Continued study as a basis for determining civilian manpower require- 
ments (taking into account military needs) and testing these estimates es- 
pecially in order to evaluate the probable accuracy, reliability, and useful- 
ness of such manpower-requirement estimates under conditions of full 
mobilization. 

5. Levelopment of new methods as well as improvement of existing pro- 
cedures and techniques for estimating, by local area, the manpower yields 
for industrial employment in plants proposed for construction in areas which 
are predominantly rural. 

6. Continued planning for assignment of trained scientific and specialized 
personnel to positions where their contribution is greatest as well as ren- 
dering greater assistance in developing plans for assignment to less highly 
trained persons the routine duties which are currently assigned to key 
specialists. 

7. Revision and implementation of programs for more effective utiliza- 
tion of older workers under various mobilization conditions which might 
be encountered. 

8. Development of new plans and programs and further implementation 
of present programs for greater use of the physically handicapped. 

9. Participation in formulation of policies, plans, and programs to be 
used in the determination of deferments as well as in the recall to military 
service of reservists who are pursuing training or are experienced in critical 
occupations. 

10. Improvement of counseling and occupational guidance, particularly 
to men leaving the armed services, and especially to those who are phys- 
ically handicapped. 

1. Further revision of apprenticeship training plans in order to take care 
of the registrations expected from changing deferment policies as well as 
enrollments under the Veterans Readjustment Assistance Act of 1952. 


F. Number of persons on the staff by groups, classified, when actually employed, 
etc. 


Only the additional cost of stepped-up activities in our normal programs has 
been met with funds appropriated under the Defense Production Act, but the 
greater part of the total cost is financed from regular appropriations. It is 
difficult to identify specifically positions giving full time to defense manpower 
program. Many individuals contribute part time. 


HOUSING AND HOME FINANCE AGENCY 


HOUSING AND HOME FINANCE AGENCY, 
OFFICE OF THE ADMINISTRATOR, 
Washington 25, D. C., September 29, 1952. 
Hon. BurNetT R. MAYBANK, 
United States Senate, Washington 25, D. C. 

DeAR SENATOR MAYBANK: In reply to your request of August 22, 1952, we are 
submitting a brief summary of the activities of the Housing and Home Finance 
Agency under the Defense Production Act for the past year. 


CREDIT CONTROLS 


The Defense Production Act of 1950, Public Law 774, sections 608 and 605, 
contained the initial authorities to control real-estate construction credit. Execu- 
tive Order 10161, issued September 9, 1950, delegated these authorities to the 
Board of Governors of the Federal Reserve Board with respect to non-Govern- 
ment-aided real-estate credit and to the Housing and Home Finance Adminis- 
trator for the Government-aided programs. The Executive order further pro- 
vided that concurrence of the Housing and Home Finance Administrator was 
required in connection with any residential credit regulations issued by the Fed 
eral Reserve Board and and that credit regulations issued by the Housing and 
Home Finance Agency should conform to regulations issued by the Federal 
Reserve Board. 
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As we have reported previously, the first real-estate credit regulations estab- 
lished under this authority were announced jointly by this Agency and the Fed- 
eral Reserve Board on October 12, 1950. They established for single-family 
houses minimum down payments for houses of various prices and also maximum 
maturities. On January 12, 1951, similar controls were extended to multifamily 
housing. The purpose of the controls was to reduce inflationary pressures on 
the housing market and to conserve critical materials going into housing. The 
modifications to the credit controls made on September 1, 1951, as a result of the 
amendments to the Defense Housing and Community Facilities and Services Act 
of 1951 have also been reported. This amendment specified maximum down 
payments which could be required on houses costing up to $12,000. 

Following this relaxation, no change in the credit cortrols was deemed neces- 
sary until June of 1952. At that time the Federal Reserve Board and the Housing 
and Home Finance Agency jointly concluded that a further relaxation of the 
controls was justified in the light of the availability of materials and conditions 
in the housing market. The change did not constitute a major relaxation, but 
rather a modification designed to provide more consistent and equitable down- 
payment requirements for the different price levels. (Attached is a copy of the 
announcement and the Schedule of Real Estate Credit Terms issued at that 
time. ) 

Following this, the Defense Production Act Amendments of 1952, Public Law 
429, approved on June 30, 1952, further modified the credit-control authority. 
The amendments added to the Defense Production Act a new section 607, which 
provided that if the seasonally adjusted volume of housing starts remains below 
an annual rate of 1,200,000 for three consecutive months, real-estate credit con- 
trols shall be relaxed so as not to require a down payment of more than 5 per- 
cent of the transaction price. The act also authorizes restoration of credit 
controls if home construction for three consecutive months equals or exceeds 
this annual rate. 

During June, July, and August the rate of starts was below the 1,200,000 
annual rate. Accordingly, on September 16, 1952, the Federal Reserve Board, 
with the concurrence of the Housing and Home Finance Administrator, an- 
nounced a period of residential credit-control relaxation. Pursuant to this, the 
Federal Reserve Board announced the complete suspension of its regulation X. 

However, during this period of residential credit-control relaxation certain 
credit restrictions, consistent with the law, are being maintained in the Govern- 
ment programs. The following down-payment requirements will apply to one- 
to four-family home loans insured or guaranteed by the Veterans’ Administra- 
tion: For homes priced at not more than $8,000 the veteran purchaser should 
be required to pay 4 percent of the sales price or closing costs, whichever is the 
lesser. For homes priced at more than $8,000 but not more than $8,400 the 
minimum down payment is 4 percent of sales price. The maximum loan in such 
cases will represent the difference between the required down payment and the 
transaction price (which includes closing costs). For homes priced at more 
than $8,400 the minimum down payment is 5 percent of sales price (with the 
maximum loan calculated in the same way). As requested by the Veterans’ 
Administration, down-payment requirements, except closing costs, will be waived 
in individual hardship cases where a veteran could not purchase a home suited 
to his needs and income without such a waiver. There will be no change in the 
present regulatory amortization requirements for VA loans. 

The FHA returns to the maximum mortgage ratios permitted by statute in 
each of its programs, except that it will establish a maximum mortgage of $14,000 
for single-family homes insured under title II. There will be no change in its 
present regulatory amortization requirements, or in other regulations which it 
has issued in connection with credit control. (Attached is a copy of the schedule 
of real estate credit terms effective September 15, 1952, for loans insured by 
the FHA.) 

The Department of Agriculture returns to its regulations on loans assisted or 
made by it which were in effect prior to the imposition of credit controls. These 
regulations require equity in the farmhouse as great or greater than the equity 
requirements which will remain in effect in the other Government programs. 


CLAIMANT AGENCY FUNCTIONS 


The Housing and Home Finance Administrator was designated by the Secretary 
of Commerce as claimant for controlled materials with respect to all new non- 
farm housing construction. Authority for carrying out the Administrator’s 





272 REPORT OF JOINT COMMITTEE ON DEFENSE PRODUCTION 


claimaut responsibilities stems from title I of the Defense Production Act of 
1950. Executive Order 10161 and Department Order 127 of the United States 
Department of Commerce. In addition certain operating functions were dele- 
gated to the Agency by the NPA. These responsibilities include the following 
activities : 
1. Estimating and evaluating materials requirements for the several 
Agency programs. 
2. The presentation and justification of nonfarm housing requirements to 
the Requirements Committee of the Defense Production Administration. 
3. The processing of special requests for priorities assistance and hard- 
ship applications. 
4. Participation in several DPA and NPA committees on program allot- 
ments of critical materials. 

On October 1, 1951, residential construction was brought under the Controlled 
Materials Plan issued by the NPA which contained the basic regulations covering 
controlled materials. 

In an effort to establish a basis for assuring the provision of sufficient quanti- 
ties of scarce materials to take care of housing construction needs in the defense 
mobilization period, and to provide as equitable a system as possible, a program 
of self-authorization for use by builders of one- through four-family homes requir- 
ing not more than certain specified quantities of steel and copper was put into 
effect. Multifamily housing as well as one- to four-family residential construc- 
tion needing more than the prescribed quantities, required authorization, and 
specific allotment of controlled materials. 

This Agency in its requests for controlled materials made its estimates in 
contemplation of eliminating the use of aluminum and permitting only 35 pounds 
of copper and 1,800 pounds of steel to be self-authorized for each dwelling unit 
with a steel water-distribution system, or 160 pounds of copper and 1,450 pounds 
of steel with a copper water-distribution system. 

On March 6, 1952, NPA issued a new order applicable exclusively to residential 
construction under the Controlled Materials Plan and authority was delegated 
to this Agency to administer the controls on residential construction contained 
in that order. Previously residential construction came under a general con- 
struction regulation under the administration of the NPA. 

In view of the availability of increased supplies of steel the new order permitted 
500 more pounds to be used for single-family dwelling units under the self- 
authorization procedure. On July 1, 1952, an amendment was issued increasing 
substantially the amounts of copper and aluminum which could be used in resi- 
dential construction. A second amendment issued August 4, 1952, increased still 
further the amounts of aluminum and copper available for housing. These 
changes reflected the steadily increasing supply of copper, aluminum, and steel. 

Generally, controlled materials have been made available in sufficient quanti- 
ties to maintain the desired rate of new housing starts. By careful consideration 
of applications by builders of multiunit construction, and by substitution wher- 
ever possible of less critical materials, residential construction, other than cer- 
tain luxury types, proceeded even during the period when controlled materials 
were in shortest supply. 

Sincerely yours, 
RAYMOND M. Fotry, Administrator. 


JOINT RELEASE OF THE BOARD OF GOVERNORS OF THE FEDERAL RESERVE SYSTEM 
AND HOUSING AND HOME FINANCE AGENCY, JUNE 9, 1952 


The Board of Governors of the Federal Reserve System and the Housing and 
Home Finance Administrator today announced revisions of regulation X and 
related restrictions on housing credit affecting one- to four-family houses and 
multiunit residences, effective June 11, 1952. No change was made in terms 
affecting nonresidential properties, although the Board indicated that a change 
in this area was still under consideration. 

The revision in regulation X will permit more liberal credit terms for conven- 
tionally financed one- to four-family housing built after August 3, 1950. At the 
same time the Federal Housing Administration and the Veterans’ Administra- 
tion have been authorized by the Housing and Home Finance Administrator to 
change their related regulations covering FHA-insured mortgages and VA- 
guaranteed loans to bring them generally in line with the revised regulation X. 
FHA and VA regulations apply to both old and new housing. A similar revision 
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is being authorized in the terms applicable to farm-housing loans made by the 
Farmers Home Administration. 

The lowered down payments apply in varying degree from the lowest- to the 
highest-priced homes. In the case of FHA and conventional loans on one- to 
four-family residences, the down payment has been reduced from 10 percent to 
5 percent on houses costing $7,000 or less. At the other end of the scale, the 
down payment has been reduced from 50 percent to 40 percent for houses costing 
$25,000 or more. In the range of $7,000 to $25,000 the new down-payment sched- 
ule represents a gradual curve rising from 10 percent to the 40 percent maximum. 

The schedule of down payments for VA-guaranteed mortgages has been pro- 
portionately adjusted to maintain a preference for veterans as required by the 
Defense Production Act. No down payment is required on veterans’ housing 
costing up to $7,000, although closing costs must be paid in cash. The down pay- 
ment required for houses costing $25,000 or more financed with a VA mortgage is 
35 percent compared with the previous maximum of 45 percent. 

The minimum down-payment requirements for multiunit housing (residential 
structures containing more than four-family units) have also been revised 
downward. The range is from 10 percent to 40 percent for such housing as 
compared with a range of down payments from 17 percent to 50 percent under 
the previous schedule. 

No change was made in the time allowed for paying off mortgage credit subject 
to any of thése restrictions. The maximum amortization period on properties 
valued at $12,000 or less is 25 years and for higher priced properties 20 years, 
except that veterans may be allowed a longer period if there is a finding by the 
Veterans’ Administration that a shorter amortization would cause hardship. 

The Board of Governors also announced two technical amendments to regula- 
tion X. The first of these provides special assistance for tenants and home 
owners whose homes have been destroyed or damaged in areas where major dis- 
asters have occurred. In addition, regulation X has been amended to provide for 
longer-term sale agreements where properties being purchased will not be occu- 
pied or used by prospective owners until the financing terms comply with 
regulation X. 

Attached are copies of the down-payment and maximum-loan schedules re- 
quired: (1) Under regulation X and for FHA-insured loans on one- to four-family 
houses, (2) under VA-insured or guaranteed credit on one- to four-family houses, 
and (3) under regulation X and FHA-insured loans on multiunit residences. 
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Real-estate credit terms effective June 11, 1952, for home loans guaranteed by 
the Veterans’ Administration (1- to }- daneaind eeererns 


Minimum down 
. , ; 3 payment ! 
If the price per family unit | The minimum down payment! per | Price per family 











is— family unit is— unit sa 
| Percent 
Amount of value 
155,00 : ed 0 0 
Not more than $7,000........| Closing costs..___._- ee | 0 0 
\s7: 000 0 0 
$8,000 $380 4.8 
More than $7,000 but not | $280 plus 10 percent of excess of sales {$9,000 __- 480 5.3 
more than $10,000. price over $7,000. $10,000 580 | 5.8 
i : 000 740 5.7 
More than $10,000 but not | $580 plus 16 percent of excess of sales vee js . 5 
more than $12,000. price over $10,000. $13.000__ 1, 450 11.2 
$13, , 4 2 
ne if OO 2 { 
More than $12,000 but not | $900 plus 55 percent of excess of trans- eae - v a 4 - 
more than $16,000. action price over $12,000. [te: 000 3. 100 19.4 
Tie” $17,000 = 3, 670 21.6 
> ‘ ee YOO 240 2 5 
More than $16,000 but not | $3,100 plus 57 percent of excess of trans- $18,000 i. = : 
re ¢ yw ac ‘ice over $16 : ’ o's 
more than $21,000. | action price over $16,000. $20,000 5 380 26.9 
($21,000 5, 950 238.3 
$22,000 6, 650 30. 2 
More than $21,000 but not | $5,950 plus 70 percent of excess of trans- | | $23,000 A 7, 350 32.0 
more than $25,000. action price over $21,000. $24,000__.__. 8, 050 33. 5 
$25,000 aa 8, 750 35. 0 
Over $25,000__......... as 35 percent of transaction price_-_-__.__-- Over $25,000 se 35.0 


1 If the sales price (which excludes closing costs) is $7,000 or less, closing costs must be paid in cash. If 
the sales price is more than $7,000 but not more than $12,000, the minimum down payment is computed on 
the basis of sales price. The maximum loan is the difference between such down payment and the trans- 
action price (which includes closing costs). If the sales price is more than $12,000, both the minimum down 
payment and the maximum loan value are computed on the basis of the transaction price. 
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Mazimum mortgage amounts, effective Sept. 16, 1952, for loans insured by Fed- 
eral Housing Administration on owner-occupant single-family homes and 
2-, 3-, and 4-family homes under secs. 8 and 203 * 


| | 
Owner-occupant single-family homes | Single-family | 
approved for mortgage insurance prior | homes not 
to beginning of construction ¢ | approved for}, « and 4 
. ane | a, a, & » 
FHA value een ——— fronrenee, | _ family 
sure Jings? 
| | prior to be- dwellings 


« 0 : . 
2 bedrooms | 3 bedrooms oo, ginning of | 
“| construction? 





5, 700 | 5, 700 
6, 650 | 6, 650 
7, 350 | 7, 600 


5, 700 , 800 | 4, 800 
), 650 5, 600 | 5, 600 
7, 600 », 400 | 6, 400 


i 
$4, 750 | $4, 750 | $4, 750 000 | $4, 000 


PEPE ; &, 050 8, 050 8, 550 , 200 7, 200 
$10,000 i a oa 8, 750 | 8, 750 | 8, 750 8, 000 8, 000 
$11,000_____. ; ‘ i 9, 450 9, 450 9, 450 , 800 8, 900 
$12,000 Radar deed da : 9, 600 | 9, 600 | 9, 600 9, 600 9, 600 
$13,000._.__- 8 Bua ees 10, 400 | 10, 400 , 400 10, 400 10, 400 
$14,000 : 11, 200 | 11, 200 200 11, 200 11, 200 
Ges ose cee. eee 12, 000 12, 000 000 12, 000 12, 000 
$16,000___ - Sedadedbednes 12, 800 12, 800 800 12, 800 12, 800 
$17,000. _- Mike Add daawemhell 13, 600 13, 600 600 13, 600 13, 600 
$18,000... peisntdtpamalieedakeon 14, 000 | 14, 000 | 000 14, 000 14, 400 
$19,000... eae 14, 000 14, 000 000 14, 000 15, 200 
Sns...sca enonte ; 14, 000 | 14, 000 , 000 14, 000 16, 000 
$21,000. __- oi des ‘ é 14, 000 | 14, 000 , 000 14, 000 16, 800 
$22,000. ..... evel 14, 000 14, 000 , 000 14, 000 17, 600 
$23,000 Pa Reet heh.d Bub cas 14, 000 | 14, 000 | , 000 14, 000 18, 400 
Ge a kck. ceases ade 14, 000 14, 000 , 000 14, 000 19, 200 
$25,000 seeatiaaih e oa 14, 000 14, 000 , 000 14, 000 20, 000 


_ 


pet fee bea fret tend ten ee ed eh feed ed 
ibe ee ee ie oe ee oe OO DD NO 


1 The maximum ratio of loan to value cannot exceed 80 percent except that for single-family owner 
occupied dwellings approved for mortgage insurance prior to the start of construction the ratio can be: 
Sec. 203 (B) (2) (C), 95 percent of the first $7,000 of value plus 70 percent in excess of $7,000 to a maximum 
loan of $9,450; sec. 203 (B) (2) (D), 95 percent of value to a maximum loan of $6,650 for a 1- or 2-bedroom 
dwelling; $7,600 for a 3-bedroom dwelling; $8,/50 for a dwellirg with 4 or more bedrooms. 

? Dollar limits: $14,000, single-family dwelling; $16,000, 2-family dwelling; $20,500, 3-family dwelling; 
$25,000, 4 or more family dwelling. 

3 Minimum cash investment requirements: Sec. 203 (B) (2) (A), 10 percent of total cost of acquisition; 
sec. 203 (b) (2) (C), 5 percent of the first $7,CC0 of acquisition cost plus 30 percent of the balance of such cost; 
sec. 203 (b) (2) (D), 5 percent of the FHA value; title I, sec. 8, 5 percent of the FHA value 

‘ Term of mortgage, not to exceed 20 years except where the acquisition ccst per family unit is $12,000 or 
an and the property is approved for mortgage insurance prior to beginning of constructicn, the term may 
e 25 years. 


Varimum mortgage amounts, effective Sept. 15, 1952, for loans insured by FHA 
under sec. 207 multi-unit residences 


Maximum oan 
amount under : 
FHA ae 997 | Maximum loan 
2 Sec. 2Vi 
s amount under 
statutory limita- ‘mount und 
: - . schedule effective 
tions or resl-es- Sept. 15, 1952 
; ate credit terms -_ a whe 
Value ee ean |) «(FHA sec. 207 
If the value per family Maximum loan amount per | : : | statutory limite - 


, > to Sept. 15, 1952, 
o-— T 1a uy -— am y s 
unit is per family unit is family whichéver {6 the tions) 
unit Senuee 


Less than 4rooms Less than) 4 rooms 
4rooms | ormore 4rooms or more 
per unit | per unit | per unit | per unit 


Not more than $7,000...| 90 percent of value per 
family unit. 

More than $7,000... _- -| $6,300, plus 60 percent of $7, 000 
excess of velue per fam- 8, 000 
ily unit over $7,000, but 9, 000 
not to exceed $7,200 for 10, 000 
less than 4 rooms per 11, 000 | 
unit. | 
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RECONSTRUCTION FINANCE CORPORATION 


RECONSTRUCTION FINANCE CORPORATION, 
Washington, September 23, 1952. 


Hon. BuRNeET R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
Congress of the United States, Washington, D. C. 

Dear SENATOR MAYBANK: Your letter of August 22, 1952, receipt of which was 
acknowledged by Mr. McDonald's letter of August 29, requested a report of our 
operations for the past year under the Defense Production Act for inclusion in 
the annual report of your committee. 

The enclosed material is submitted in two parts: the first. having to do with 
RFC’s lending operations and the second covering our production and purchas- 
ing activities. 

Please call on us if you desire any further information. 

Sincerely, 
C. A. BEUTEL, 
Deputy Administrator. 


SuMMARY oF RFC Activities UNDER DEFENSE PRODUCTION ACT 
PART I—RFC LENDING ACTIVITIES 


1. The Reconstruction Finance Corporation makes and administers all loans 
under the Defense Production Act of 1950, as amended, to private business en- 
terprises (including research corporations not organized for profit) for the ex- 
pansion of capacities, the development of technological processes, and the pro- 
duction of essential materials, including the exploration, development, and min- 
ing of strategic and critical metals and minerals. In addition to Defense Pro- 
duction Act lending authorities, the RFC makes many loans important to de- 
fense under the general lending authority of section 4 (a) of the RFC Act. Ad- 
ditional special defense loans are being made under section 409 of the Federal 
Civil Defense Act. RFC lending activity through our fiscal year 1952 empha- 
sized financial aid to producers of goods and services needed in the defense ef- 
fort. Lending policy for all types of loans was adjusted to conform with the 
credit restraint principles set up under section 708 of the Defense Production Act. 

2. RFC’s authority for section 302 loans is derived from Executive Order 
No. 10161 of September 9, 1950, as amended by Executive Order No. 10281 of 
August 28, 1951. Responsibilities for loans to small business concerns under 
section 714 (i) stem directly from that section of the Defense Production Act. 

3. Loans made by RFC under DPA section 302 must, if for expansion of fa- 
cilities, be certified by— 

(a) The Defense Production Administrator with respect to loans to man- 
ufacturers and other business enterprises ; 

(b) The Secretary of Agriculture, with respect to loans in connection with 
food and food facilities ; and 

(c) The Defense Materials Procurement Administrator, with respect to 
loans in connection with strategic and critical materials. 

Letters of understanding, recognizing and expressing the cooperative rela- 
tionship between RFC and these agencies have been received and their provi- 
sions are in effect. Copies of the letters from the Defense Production Adminis- 
tration and the Department of Agriculture were submitted to you October 9, 
1951. The letter from the Defense Materials Procurement Administrator is 
Similar in content and scope. 

Loans made by RFC under DPA section 302 need not be certified as above 
if the proceeds of the loans are to be used chiefly.to provide working capital, with 
only minor amounts of facilities expansion. It is RFC’s policy in such loans 
to require satisfactory evidence from the defense procurement agency involved 
that a defense contract has been awarded or that important defense work is 
being performed for which such capital is needed. 

Loans under DPA section 714 (i) are made by RFC upon recommendation by 
the Small Defense Plants Administration. 

Loans under section 4 (a) of the RFC Act are made where a defense, defense 
supporting, or an essential civilian activity is involved, and conform to the anti- 
inflationary prineiples of credit restraint. 
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The following table summarizes RFC’s lending activity under these programs 
for fiscal year 1952. 


Authorizations 


| 
Number | Gross amount 


Certified under sec. 302 Snaaibg ane vekies 121 $174, 859, 000 





Sec. 302, working capital loans_-__- i asictininaiitalinte ivciiaice tina 54 | 24, 638, 000 
Sec. 714, loans recommended by SDPA--_------ Lincanicnadiniciaige palate coca 55 | 4, 232, 000 
Sec. 4 (a), RFC Act: 
UO od on Sincere ab adernetelenansinks ehuisain db Ted eatcialapiinnanhaimet 547 | 125, 853, 000 
Public agency loans... ........--.-. Salleh aeRO Elie a oe eS De a 17 7 000 
Sec. 409, Federal Civil Defense Act_..__....-- 5 a Gdhegkute nice ee Saichctaainas 2 1, 750, 000 
Ea athe wadelseeeena a eicam nels ptalibaali titles at bali 796 356, 609, 000 


| 


1 Does not include loans made to disaster victims. 


4. Authorizations under the programs listed in the table above have been effec- 
tive in meeting the financial needs of hundreds of firms engaged in scores of 
certifiable defense programs, from basic steel to parachutes. Many firms, so 
aided, were thereupon able to demonstrate their productive abilities and later to 
secure private loans for their subsequent defense contracts. 

5. As will be shown in No. 9 of this part, RFC during fiscal year 1952 author- 
ized under the various programs a total of 500 loans in the amount of $331,000,000 
for purposes directly connected with the defense effort. In numbers and amount 
this total is substantially greater than the total of national defense business 
loans authorized during the somewhat similar period of fiscal year 1941, and 
it approaches the dollar volume of national defense loans authorized in fiscal 
year 1942. 

It is national policy to hold Government lending and Government ownership 
of defense facilities to a minimum, and to accomplish necessary expansion by 
means of private investment aided by accelerated amortization privileges. by 
far the greatest increment has come about through these means. As shown in 
the tables presented in No. 9 of this part, these lending programs aided many 
concerns whose products or services are vitally needed by the Armed Forces and 
who were yet unable to obtain the required financing from private sources. 

6. Defense loans authorized under sections 302 and 714 of the Defense Pro- 
duction Act and under section 4 (a) of the RFC Act have aided many small 
concerns to add their productive abilities to the rearmament program. No com- 
pletely adequate measure of size of firm aided is available. However, almost 
without exception, such loans have been made to those firms which are generally 
recognized as being small to medium in size, and which lack dominance in 
their field. 

REC has followed its practice of past years in not declining any small-business 
loan application until it has had a thorough review by the Office of Small Business 
in Washington. RFC personnel have participated in the small-business clinics 
held throughout the country by the Select Committee on Small Business of the 
House of Representatives. 

7. The RFC has advisory committees established in each territory served by 
its loan agencies. These advisory committees are composed of representatives of 
banks and private businesses located in the respective areas. The function of 
these committees is to advise our loan agencies concerning local conditions that 
would be of interest to the Government in making available financial aid in that 
territory. These committees review loan applications and make recommenda- 
tions with respect thereto. 

8. The RFC is not aware of any problems in connection with the discharge of 
its responsibilities under the Defense Production Act which it feels mig it require 
remedial legislation. The concentration of defense lending responsibilities within 
the single organization of the RFC has permitted the channeling of all defense 
loan applications into one place (our loan-agency offices), and has greatly 
facilitated their handling. 

Loans are being made to small business or other defense concerns with some- 
thing less than what we would ordinarily consider adequate security for com- 
parable general commercial loans, and losses will be incurred, but it is assumed 
from certifications by the appropriate reviewing agencies that public policy or 
the national need warrants the risk assumed. Everything practicable consistent 
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with the emergency nature of the defense production program is being done 


through the setting of appropriate terms and conditions to keep necessary losses 
at a minimum. 


9. Loans made by RFC under its various authorities during the past year have 
all been directly connected with defense, in support of defense, or for essential] 
civilian purposes. The following tables reflect the product groups which RFC 
authorizations have aided. 


Defense loans authorized by RFC, fiscal year 1952 


Product or service Number | Gross amount 


Aircraft and compone nts- Sia 88 $31, 285, 000 


; 3, 855, 000 
Weapons and componen i ea ee 857, 000 


Ammunition and containers (except wood ammo boxes) _..-.--.----- Paz ; 8, 072, 000 
Instrume nts, electric and electronic sees and 7 Weisovnnssaenun -| j 21, 164, 000 
Research and development | 8, 234, 000 
Mining, milling, smelting, and alloying anal dé ‘ 106, 738, 000 
Basic steel. _. pan gapaseetiekeawe ‘ iio aaneonmataeeat 53, 575, 000 
Scrap-metal reclaiming - - naecudd seal 9 | 8, 328, 000 
Structural steel and large metal fabrications. ._...-.-.------------- axapeeien 4, 101, 000 
Wire, castings, forgings, machined items... .--- 8 6, 787, 000 
Metal and plastic working machinery and accessories can donk Canale nis ‘ 14, 890, 000 
Machinery and components (except electrical) __.......----.----- Saad 4, 303, 000 
Transportation equipment (except meee i 6, 455, 000 
Chemicals, paints, and petroleum produc ; | 6, 694, 000 
Plastic and rubber products -- waduwk conte 977, 000 
Lumber and basie wood products (including ammo boxes) -.----..- sag 4} 3, 900, 000 
Food processing and storage a P | 2, 081, 000 
Textiles and finished textile products ‘ 4, 872, 000 
Refractories and dead-burned dolomite ddtoonddtaktacee 3 | 4, 925, 000 
Aggre gates and concrete production 2, 216, 000 
Construction; general and special trades contractors - - - | 1, 655, 000 
Transportation, freight terminals, and petroleum storage fac aes 3 | 5, 235, 000 
Miscellaneous iscslonaine os ges dca eV ai ad shat 10 19, 496, 000 


500 | 380, 697, 000 





Defense-supporting and essential civilian loans authorized by RFC, fiscal year 
1952 


pe 
Number | Gross amount 


To increase food supply and to aid agriculture | $10, 823, 000 
Meat, fish, dairy products, poultry and eggs_- 2, 240, 000 
Other food producers—canners, freezers, bakers______-- } , 588, 000 
Flour and feed mill products; sugar beet and soybean processors emer 2 , 288, 000 
Grain elevators, rice mills, cotton gins, and farm products mane 22 , 314, 000 

Seeds, insecticides, and fertilizers exe AeA 5 1, 195, 000 
Othe r farm supp jlies and services, chie fly imp jlements__. 198, 000 


Contractors: Buildings, hi ghways, wane ap! railroads, ete 1, 281, 000 
Manufacturing, except metals. -..._.- ies ; Ri cao Catenion 2. 629, 000 


Textile mill products ” | 436, 000 
Lumber and wood products ancien 1, 714, 000 
Stone, clay, and glass products 

Paper and paperboard; leather _- 


Metal products manufacturing - 
Wire products, stampings, and castings ska ‘ 143, 000 
Trailers, tanks, trucks, and boats-..-.-- paket adebiceniiee sa ceeeael . 76, 000 
I ouieumeiiin 193, 000 
Machinery - - --. i _ 121, 000 

Essential services 4 . 7 10, . 646, 000 
Transportation—highway,. water, and air 3 7, 808, 000 
Communications and utilities. ..-5.0 2... 520s coc cence 1, 446, 000 
Med cal and other health services iil ee a Ae 383, 000 
Repai rs, salvage, and reconditioning -_---- : ial Ee 193, 000 
Fi el, electrical fixtures, ard building supp lies _- aoa neee weal 57, 000 
Other essential civilan services. , ~eeea 259, 000 


Total ee ee Tas ie ne ees eee 25, 912, 0 


Tk 
Pub 
first 

3. 
quot 
esta 
alth 
1951 
$1.9 
RF« 
tons 
195) 
was 
wee 
12, 
had 
the 
pric 
Jan 
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PART II-—RFC DEFENSE PRODUCTION AND PURCHASING ACTIVITIES 


1. The purchase, carrying, and sale of tin to industrial users and to the stock- 
pile constitute the major RFC material program carried out under the Defense 
Production Act. Almost inextricably associated with. this program is that 
of (a) buying, selling, and transporting tin and tin ores and concentrates, (0?) 
improving, developing, and maintaining, and operating by lease or otherwise the 
Government-owned tin smelter at Texas City, Tex., (c) financing research in 
tin smelting and processing, and (d) doing all other things necessary to accom- 
plish these objectives. 

2. RFC’s duties in connection with tin stemming from the Defense Production 
Act derive as follows: 

(a) The National Production Authority requested RFC on January 12, 
1951 “to undertake the function of acquiring and disposing of tin-bearing 
materials in connection with the defense program.” 

(b) The General Services Administration on March 5, 1951, delegated 
authority to RFC to purchase and to make commitments to purchase tin- 
bearing materials as well as metal for governmental use or for resale pur- 
suant to Executive Orders 10161 and 10200 issued under authority of the 
Defense Production Act of 1950. 

(c) In its Tin Order M-S dated March 12, 1951, the National Production 
Authority constituted RFC as the sole importer of pig tin except for con- 
tracts already in existence at that time. The order also sets up a system of 
tin allocations similar to the one used by the former War Production Board 
under which consumers were allocated specific quantities of metal from 
specific suppliers, predominantly RFC, for permitted uses. On June 24, 1952, 
Defense Production Administration approved a future program to guide 
the Government operations in tin under which, among other things, RFC 
was requested to maintain a reserve inventory of tin to meet emergency 
demands of industry. Defense Production Administration authorized RFC 
to borrow from Defense Production Act funds to finance this holding. 

The other responsibilities in connection with RFC tin operations derive from 
Public Law 125, approved June 28, 1947 (61 Stat. 190). Public Law 723, Eighty- 
first Congress, extends the authority through June 30, 1956. 

38. On January 25, 1951, the New York price for tin reached its all-time high 
quotation of $1.83 a pound. On the same date Office of Price Stabilization 
established ceilings and the price rose no further in the domestic market, 
although the highest recorded price in Singapore was $1.93-+ on February 14, 
1951. Adding normal charges, this would have been the equivalent of about 
$1.97% in New York. While purchasing concentrates for its smelter operations, 
RFC bought no metal for its own account, but did buy somewhat less than 1,000 
tons for account of General Services Administration during the early months of 
1951. On March 6, 1951, the Senate Preparedness Subcommittee’s report on tin 
was made public, and the world price dropped precipitately during the following 
week. When National Production Authority issued its Tin Order M-S on March 
12, 1951, the New York market ceased to quote. RFC, which for about a year 
had been selling tin at a price based on the average of New York quotations for 
the week following the date of the sales contract, was forced to quote a fixed 
price, $1.34, the last New York quotation, for its sales. Between then and 
January 1952 this price rose to $1.5014 and finally became $1.2114, where it is 
today. 

Meantime, having become practically the only supplier as well as importer of 
tin, RFC adopted the policy, recommended by other governmental agencies 
having an interest in the metal and by the Johnson report, of refraining from 
buying. It did, however, continue to buy such concentrates as were available 
in order to keep its smelter in operation. It also continued to receive concen- 
trates under long-term contracts with the Indonesians and the Belgians until 
late in the year, when it relinquished its contract options for additional tonnages. 
It was unable to come to more than temporary short-term contracts with the 
Bolivians during this time, so that by the end of 1951 it had only a small intake 
of smelter feed from spot concentrate purchases mostly in Thailand and Mexico. 
GSA, meanwhile, in midyear exercised its option to accept only token deliveries 
of metal during the last half of 1951 under its contracts with the Indonesians 
and Belgians. 


The United States and United Kingdom agreement of January 1952, not nego- 


tiated by the Corporation although it was designated as the agency to function 
the purchases, provided the country with 20,000 tons of metal for delivery during 
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1952 and, while imposing certain restrictions on the United States freedom of 
action, served to stabilize the price at the equivalent of $1.2144 New York. This 
was soon followed by long-term agreements with the Indonesians and the Belgians 
for substantial tonnages of both ores and concentrates at prices based on that of 
the United States and United Kingdom agreement. RFC began in late January 
to buy small tonnages of metal under spot contracts with brokers and continued 
to do so until August 1952. When the Bolivian revolution in late April placed 
Senor Paz Estenssoro in power, the tin producers of that country sold their large 
tonnages of concentrates accumulated in Peruvian and Chilean ports to the 
Corporation at prices based on the United States and United Kingdom agreement 
price. 

On June 2, the workers at the smelter went out on strike, but by then RFC 
had enough tin on hand to supply all industrial demands as allocated by NPA. 
This agency rescinded its designation of RFC as the sole importer of metal 
effective August 1, and the Corporation ceased its buying from brokers in order 
to carry out the intent of returning the tin business to private hands. However, 
it continues to make tin available, subject to NPA allocation, at the price of 
$1.2114, and to buy all concentrates available. On August 18, the smelter workers 
approved a new contract and returned to work the following day. 

RFC has at all times maintained a close association with various other agen- 
cies interested in tin. GSA has cooperated in buying excess RFC inventories 
for the stockpile, in refraining from further independent purchases and in relin- 
quishing its options. The Department of State has a constant interest in the 
metal business because of its international ramifications and their effect on our 
foreign relations. The defense agencies have shown their concern in tin and 
have cooperated effectively to recommend policies and means to obtain the 
metal and to control its uses. National Security Resources Board and Bureau 
of Mines, Department of Interior, have participated in policy formulation and 
in obtaining statistics. ECA and its suecessor have been instrumental in aug- 
menting supplies of tin which would be available in case of need. Other agencies 
having smaller interests have also cooperated. 

4. During the period from January 1951 to January 1952, the price of tin was 
brought down from $1.83 to $1.214%4 a pound New York, with no change in price 
since. RFC has supplied all industrial needs as allocated by NPA to date, and 
during 1952 through August 31 turned over to GSA for the national stockpile 
more than 25,000 tons of metal, with the prospect of delivering further substan- 
tial tonnages by the end of the year. It operated the smelter continuously, 
except for the strike period, though at times not at full capacity. It is also 
holding, at the request of interested agencies, a reserve inventory of 15,000 tons 
of metal to cover such industrial emergencies as may arise. 

5. In view of the uncertainties of the present world situation and the strong 
probability of a resumption of inflationary speculation in the price of tin, there 
exists a need for a controlling factor which is supplied by RFC’s ability to make 
tin available at a reasonable price such as its quotation of $1.214%4. Further- 
more, it provides the mechanism for a centralized organization handling tin 
strong enough to negotiate with the Government-controlled producers or any 
eartel that might be formed. The governments of the tin-producing nations 
have a great interest in the metal because of its dollar-producing capacity. The 
United States consumes somewhat more than one-third of the free world pro- 
duction for industrial uses plus additions to the national stockpile. 

The continued operation of the smelter is based on compelling strategic con- 
cepts. The United States mines practically no tin within its territories. South- 
east Asia, exposed to attack by Communist elements, produces more than half 
the free world’s tin. It smelts and refines two-thirds of this production at smelt- 
ersin British Malaya. The balance of production comes principally from Nigeria, 
the Belgian Congo, and Bolivia. Except for the production of the latter country, 
which sends about half its tin concentrates to United States for conversion to 
metal, most of this production, together with most of the Indonesian production, 
goes to smelters in England, Belgium, and Holland. The European smelters are, 
of course, exposed to possible attack. 

In contrast to all other producers’ material, Bolivian concentrates are of low 
tin content, contain relatively large amounts of impurities, and cannot be handled 
by the European smelters on a large scale. The Texas City Smelter is capable 
of handling the low-grade Bolivian concentrates as well as high-grade material. 
It is the only major tin smelter in the Western Hemisphere, and has the capacity 
to supply al! industrial requirements of the United States if given sufficient ap- 
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propriate feed, which could, if necessary, be furnished by the entire production 
of Bolivia and Africa. 

Approximately half the United States industrial consumption of tin is used 
in the manufacture of tin plate for cans and containers and about half the re- 
mainder is used for solders and bearing metals. Tin is thus of great importance 
to the life of the Nation and to the effectiveness of a mechanized armed force 
as Well as to its subsistence. 

6. The smallest normal trading unit of tin metal is 5 long tons, although there 
are jobbers, doing less than 10 percent of the tin business, who sell in quantities 
as Small as a few hundred pounds. Over half the number of allocations each 
month are for quantities of 10 tons or less. We have made no analysis of the 
financial structure of tin users but would estimate that not more than 40 percent 
of buyers from RFC each month have more than $500,000 capitalization. 

7. All policies and major actions of RFC relating to tin were undertaken 
pursuant to recommendations of the committee except those in connection with 
the actual operation of the smelter. 

8. Throughout the period under review the Corporation has handled its tin 
operations through the Tin Division, Office of Production, headed by the Chief 
of the Division, the Assistant Chief, the Assistant to the Chief, technical and 
clerical employees. It has also maintained a representative at the smelter to 
supervise its interests there in relation to the operating company and one in 
Bangkok, Thailand, to purchase and ship tin concentrates bought in that coun- 
try. The total for the Division is 17, excluding the legal and accounting staffs. 

9, Major problems now confronting RFC with respect to tin are 

(1) Maintenance of a reasonable tin price. 

(2) Carrying the recommended industrial reserve. 

(3) Acquiring sufficient tin for such demands as industry may make and 
for transfer to the national stockpile, 

(4) Operation of the smelter. 

10. In addition to the above, and under basic authorizing statutes distinct 
from the Defense Production Act but coordinated with its operations, RFC 
performs the following functions intimately related to the national defense: 

(a) Synthetic-rubber production—Under authority of the Rubber Act of 
1948, approved March 31, 1948 (62 Stat. 101), as amended, RFC maintains and 
operates a rubber-producing industry in the United States of sufficient produc- 
tive capacity to assure the availability in the present emergency of adequate 
supplies of synthetic rubber to meet the essential civilian, military, and naval 
needs of the country. The Rubber Act provides that production shall not be 
less than 200,000 long tons per annum of general-purpose rubber (GR-S), and 
not less than 21,667 long tons of special-purpose rubber (butyl), of which at 
least 15,000 long tons shall be of a type suitable for use in pneumatic inner 
tubes. The act further requires the maintenance of active or stand-by rubber- 
producing facilities having an annual rated capacity of not less than 600,000 
long tons of GR-S and not less than 65,000 tons of butyl. 

During World War II this Corporation developed and operated a tremendous 
synthetic-rubber production industry. In the light of the Japanese advance 
which overran the major areas of the world’s natural-rubber production, the 
importance of this domestic synthetic-rubber industry to victory cannot be over- 
estimated. After the war, production of synthetic rubber was sharply cut, many 
facilities were taken out of operation and put into stand-by condition, and it 
was expected that the various facilities involved would be sold for operation by 
private industry as soon as satisfactory arrangements could be made. 

However, beginning in January 1950, a booming civilian economy, coupled 
with accelerated military requirements and natural-rubber stockpiling, resulted 
in a demand for rubber of all types which rapidly outstripped the supply. Active 
compétition for available supplies of natural rubber skyrocketed the natural- 
rubber price from 18.3 cents per pound in January 1950 to a high of 73 cents 
per pound in November 1950. In order to assure sufficient natural rubber for 
strategic purposes, General Services Administration was designated in December 
1950 the sole importer of natural rubber in the United States. The rapidly in- 
creased production of synthetic rubber by RFC, aided by controls on natural- 
rubber imports, gradually reversed the trend of natural-rubber prices. 

At the beginning of fiscal year 1951, the annual production rate of GR-S was 
approximately 400,000 long tons, and butyl stood at about 52,000 long tons. These 
rates represented the naximum productive capacity of the plants then in opera- 
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tion. As it became evident that the existing capacity for producing synthetic 
rubber would fall far short of the rapidly accelerating demand, RFC was directed 
by a series of letters from the Executive Office of the President to reactivate 
synthetic-rubber plants held in stand-by condition. In this over-all program, 
a production goal of 760,000 long tons per year was set for general purpose and 
80,000 long tons per year for butyl synthetic rubbers. 

Reactivation of the stand-by facilities was pushed as rapidly as possible in an 
attempt to meet the ever-increasing demand. The task of essentially doubling 
the existing rate of production by pressing into service plants which had remained 
idle over a period of years was a tremendous one, but that production goal was 
achieved before the end of fiscal year 1951. Even before this goal had been 
reached, however, it became evident that even higher production rates would be 
required in order to assure the Nation’s security with regard to this vital material. 
Accordingly, RFC was requested on April 13, 1951, to expand annual productive 
capacity to 860,000 long tons of general-purpose rubber. At the end of fiscal year 
1951 plans had been made to achieve this new production goal and to increase 
to 90,000 long tons the annual productive capacity of butyl. 

At the beginning of fiseal year 1951, 17 of the 51 facilities which constituted 
the wartime synthetic-rubber program were engaged in active production, con- 
sisting of 8 copolymer plants, 2 butyl plants, 4 butadiene plants, 1 styrene plant, 
1 chemical plant, and 1 development laboratory. Eleven others were in stand-by 
status. During the year, as a result of the accelerated production program, all 
11 of these stand-by plants were reactivated and placed in operation. 

During fiscal year 1951, Government-owned plants produced 594,466 long tons 
of synthetic rubber, including 528,841 long tons of GRS and 65,625 long tons of 
butyl special purpose rubber principally for pneumatic inner tubes. This rep- 
resented 40.7 percent of the domestic natura! and synthetic rubber supply of 
1,455,500 long tons. RFC also produced component materials for synthetic 
rubber manufacture which were not available in sufficient quantities from pri- 
vate industry. 

During the 1951 fiscal year, manufacture of high-Mooney-oil-softened GRS was 
initiated. In the production of oil-extended GRS, a relatively high Mooney 
viscosity rubber is produced at the copolymer plant and from 15 to 25 percent 
of a relatively cheap oil extender is added. The resultant product is for some 
uses the equivalent of the same quantity of GRS produced at a normal Mooney 
viscosity. Thus the potential of this development is to extend substantially 
the availability of total GRS with no additional use of the basic raw materials 
of butadiene and styrene, and to produce a rubber of lower cost. 

Initial production of oil-extended rubber was made on March 11, 1951, in the 
Government-owned copolymer plant at Houston, Tex. Production problems en- 
countered in the manufacture of this new type of rubber were worked out in a 
reasonably short period of time and sufficient quantities were produced at an 
early date for distribution to the rubber manufacturers for evaluation. The 
production of extended rubber has already become an important factor in the 
synthetic rubber program. 

During the fiscal yeur ended June 30, 1952, production soared and RFC sold 
71,978 long tons of butyl and 722,350 gross long tons of GRS rubbers at a total 
sale price of $415,933,000. Toward the end of the year it became evident that 
the rubber demand both for military and civilian needs had been met. Syn 
thetic rubber was decontrolled. 

It was time to cut back synthetic rubber production. On April 10, 1952, DPA 
directed that “if the requirements for GRS drop to levels which would not 
justify production rates in excess of 600,000 long tons per annum, the rate shal! 
be maintained at 600,000 until the Government-owned inventery of GRS has 
been built up to 75,000 long tons. In the event requirements for GRS further 
decrease, the production rate may then he correspondingly decreased to a‘mini- 
mum of 450,000 long tons per year, provided the inventory of GRS is progressively 
increased as the production rate decreases so that the Government-owned in- 
ventory is at least 122,000 long tons at the 450,000 long tons per annum produc 
tion rate.” 

Some production in addition to the 1952 sales referred to above was carried 
in closing inventory at the end of the fiscal year and at the present time, in 
addition to meeting current synthetic rubber needs, we are maintaining the 
75,000 long ton GRS stockpile inventory required under the terms of the Defense 
Production Administrator’s order. 

(b) Abacd production —Under authority of the Abacd Production Act of 1950, 
approved August 10, 1950 (Public Law 683, 81st Cong.), RFC promotes in various 
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locations in the Western Hemisphere the production of abac&i, a hard fiber used 
in the making of marine and other cordage. 

The abaca program was instituted by RFC early in 1942. Within a short time 
after entry of the United States into World War II, the bulk of the Nation's 
supply of abacéi fiber was cut off by the Japanese occupation of the Philippine 
Islands. Up to that time, the Philippines produced about 95 percent of the 
world’s abaca supply. The remainder came from the Dutch East Indies. 

With the cooperation of the United Fruit Co., a concern with over 50 years 
experience in tropical agriculture, the Government undertook the installation of 
five plantations in four (Central American countries to cope with the situation. 
Many difficulties were encountered in the process because of wartime scarcities 
in labor, machinery, shipping, etc., but by 1948 all of the plantations, consisting 
of approximately 28,000 acres, were installed. 

Soon thereafter, these plantations began to turn out fiber badly needed in the 
war effort, in time to augment the dwindling prewar stockpile. A tabulation of 
the production from these plantations from inception through the close of fiscal 
year 1952 follows: 


Abaca production—Inception through June 30, 1952 


[Pounds of line fiber] 


Costa Rica Guatemala | Honduras Panama Total 


Calendar year: 
1942. _. nana a bn Fi ‘ J mes 894, 285 894, 285 
PU « « wb atiiwesemueéietene ‘ oi Disteudendel < Sts 2, 793, 314 2, 793, 314 
1944. _. iil thal te . 2, 475, 300 1, 194, 875 5, 771, 835 10, 386, 635 
1945 hn iniearetn maragat ine , 992, 075 3, 917, 100 2, 520, 375 , 458, 800 | 21, 888, 350 
I os aT , 038, 125 3, 122, 350 3, 153, 425 , 909, 575 12, 223, 475 


1947 } nockeswae me , 247, 975 7, BO8, 625 , 732, 450 , 341, 275 36, 130, 325 
1948. ‘ erate ami 3, 870, 725 10, 740, 675 8, 308, 025 , 361, 750 40, 281, 175 
1949 re ae: MT E 9, 263, 800 8, 197, 200 5, 310, 900 5, 928, 400 29, 710, 300 
1950 i ; deed , 708, 200 8, 659, 500 2, 220, 060 3, 743, 100 22, 330, 800 
1951 (6 months). _- Sci . 748, 400 3, 658, 200 , 422, 300 2, 770, 500 9, 599, 400 
Fiscal year 1952 kee «shin tiie 8, 075, 400 10, 061, 100 . 763, 760 , 914, 800 31, 815, 000 


Total enalapcbiaad 55, 420, 000 7, 359, 625 36, 375, 800 , 897, 634 218, 053, 059 


Under the 1950 act, Congress not only provided for the continuation of the 
original plantations but also for their expansion from the previous acreage 
(approximately 25,000) to a maximum of 50,000 acres. On August 21, 1950, the 
President directed the Corporation to expand to this authorized maximum. 

While the production from the Government-owned plantations is, at present, 
but 10 percent of the world production, it does nevertheless constitute approxi- 
mately 25 pereent of our current consumption and would provide a substantial 
part of the essential fiber needs of the country during an emergency. It is 
therefore to be looked upon as a stockpile in the ground, which has the effect 
of reducing the physical stockpile and lessening rotation problems. 

The major portion of the Corporation’s efforts during the 1952 fiscal year dealt 
with the preliminary steps necessary toward accomplishing the acreage expansion 
directed by the President. Over 150,000 acres of land have been surveyed and 
analyzed in an effort to locate the approximately 25,000 additional acres required. 
Arrangements and agreements with foreign governments and management con- 
tractors are being worked out. Tue agreements with the governments are 
essential in order that firm understandings regarding duties, taxes, etc., may be 
had. In some instances, these must be considered by the legislative bodies of 
the countries involved. 

Actual expansion of 5,025 acres was authorized during fiscal year 1952. Work 
was begun on this acreage in October 1951, but had to be suspended from mid- 
November through March because of the rainy season. However, by June 1952, 
approximately 1,700 acres were planted and under cultivation. It is contem- 
plated that the remaining 3,325 acres will be planted by the third quarter of fiscal 
year 1953. In addition, construction of the attendant labor camps, railroad 
facilities, drainage canals, ete., is underway, completion of which is anticipated 
aut or about the same time planting is concluded. 

sy the close of the year, the Corporation had narrowed down the vast new 
areas under consideration, and the list of prospective applicants to the limited 
number required for the expansion, and it is anticipated that the formal authori- 
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zations dealing with the bulk of the additional acreage needed will be made 
during fiscal year 1953. 

During the fiscal year ended June 30, 1952, abacaé production, including tow, 
amounted to 32,041,250 pounds—30,861,900 pounds of fiber were sold and delivered 
during the fiseal year 1952 for a total price of $7,945,231. (Closing inventories 
were also sold, but deliveries could not be effected by June 30.) 


FEDERAL CIVIL DEFENSE ADMINISTRATION 


FEDERAL CIvIL DEFENSE ADMINISTRATION, 
Washington 25, D. C., September 18, 1952. 
Hon. Burnet R. MAYBANK, D 
Chairman, Joint Committee on Defense Production, voul 
Senate Office Buildirig, Washington 25, D. C. of tl 


Dear SENATOR MAyBANK: The following information is furnished in response sion 
to Mr. Harold Warren’s letter of August 22, 1952, requesting a brief summary 
of the operations of the Federal Civil Defense Administration during the past 
year under the Defense Production Act: 

Under DPA Order No. 1, dated May 24, 1951, the Federal Civil Defense Ad- 
ministration was designated as claimant agency for all Federal, State, and local 
civil defense requirements. Under this authority, FCDA serves both as direct 
and indirect claimant. The agency is direct claimant for controlled materials 
(steel, copper, and aluminum) which are allocated by DPA, and indirect claim- 
ant for all types of equipment and other end items, as well as for materials other 
than controlled materials, which are needed for the Federal, State, or local 
civil defense efforts” As indirect claimant, FCDA operates primarily through the 
NPA industry divisions. 

Prior to January 8, 1952, FCDA did not have authority to process applications 
requesting authorization to commence construction of civil defense projects, allot- 
ment of controlled materials, and priority assistance for materials other than 
controlled materials, needed in the construction. Scores of Federal, State, and 
local applications of this kind were submitted to NPA with FCDA recommenda- 
tions concerning quantities of controlled materials to be allotted. 

On January 8, 1952, FCDA was given authority under NPA Delegation 14 to 
process applications for construction of buildings or other projects to be used 
exclusively for civil defense purposes. Projects involving partial civil defense 
actors are processed by NPA, usually after FCDA concurrence has been obtained. 

Under authority of DPA Order No. 1 and NPA Delegation 14, in the period 
January 8, 1952, to August 31, 1952, the following controlled materials allot- 


ments were made for civil defense programs as shown below: a 
0 0 


| Warning 

Engineering R and 

i escue ; 7m 

pipe program | communi- Total 

program cations 
program 





ia MR SF pL ah pi Sarah gOS eS Ss , 625 | 198 11, 909 
3ress mill y-roducts__...........- Msc. f 2, 007 2, WOT 
Copper wire mill products__-............-.---.-.. | , 896 12, 235 | 14, 151 
Foundry products 650 650 


During the past year FCDA has given priority assistance to 134 companies 
furnishing class B products on Federal, State, and local civil defense contracts 
Assistance in obtaining supplies for maintenance, repair and operations (MRO) 
was also given to 26 companies during the past 6 months. 

The Federal Civil Defense Administration has membership on the NPA Order 
Clearance Committee and the Small Business and Conservation Coordination 
Committees of DPA. This Administration is also represented on some 25 of the 
requirements committees of the NPA industry divisions. 

FCDA has reviewed and furnished recommendations to DPA regarding six 
applications for tax amortization. 

No major problems have been encountered by FCDA in carrying out its re- 
sponsibilities under the Defense Production Act. So far, the program has been 
most effective in insuring the availability of materials needed for civil defense 
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and which could be procured within the amount of funds available to Federal 
and State governments for such purposes. 
Sincerely, 
MILLARD CALDWELL, 


SMALL DEFENSE PLANTS ADMINISTRATION 


SMALL DEFENSE PLANTS ADMINISTRATION. 
Washington, D. C., September 16, 1952. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


DearR SENATOR MAYBANK: As requested in a letter of August 22, 1952, from 
your committee, we are pleased to submit the attached report on the operations 
of this Administration during the past year. The report is for proposed inclu- 
sion in the annual report to Congress of the Joint Committee on Defense Pro- 
duction. 

We will be glad to furnish any additional information, should your committee 
desire it. 

Sincerely, 
Joun E. Horne. 


OPERATIONS OF THE SMALL DEFENSE PLANTS ADMINISTRATION SINCE JULY 31, 1951 


The Small Defense Plants Administration was created by section 714 of the 
Defense Production Act of 1950, as amended by Public Law 96, Eight. -second 
Congress, enacted July 31, 1951. The Administration's statutory life. originally 
scheduled to end June 30, 1952, has. been extended by Congress to June 30, 1953. 

Like its predecessor of World War II, the Smaller \,ar Plants Corporation, 
SDPA was established by Congress to insure for small business a substantial role 
in the production of both military and essential civilian items. 

In passing the Defense Production Act in 19850, Congress had stated as basic 
policies that “small business enterprises be encouraged to make the greatest 
possible contribution toward achieving the objectives of this act” and that 
“a fair proportion of the total purchases and contracts for supplies and services 
for the Government shall be placed with small business concerns.” 

During succeeding months, it became clear, however, that these congressional 
policies were not being placed in effect, and that small-business firms were, for 
the most part, being shut out of the defense effort. Faced with materia!s short- 
ages on the one hand, and unable to get defense contracts on the other, many 
small businesses were headed for ruin. Other small businesses, fortunate enough 
to obtain contracts, had great difficulty getting the necessary financing to carry 
them out. 

lt was to remedy this situation, to help small business do its share in building 
the Nation’s defenses, that Congress established SDPA. 

Section 714 of the Defense Production Act assigns to SDPA responsibilities in 
regard to Government procurement, materials allocations, credit, and other phases 
of the defense program of concern to small business. These responsibilities are 
not, however, of an operational nature—that is, SDPA does not itself award 
contracts, allocate materials, make loans, and so forth. Instead, SDPA is 
responsible for consulting with other Government agencies, to whieh these 
functions have been assigned, to make certain that they give full consideration 
to the interests of small business in the development of their policies and pro- 
grams; for reviewing the actions and proposed actions of these agencies to 
see that they do not work undue hardship on, or discriminate against, small 
firms; and for recommending to these agencies measures which will increase 
small-business participation in the defense effort. 

During the past year SDPA has conducted, on a broadening scale, programs 
of assistance to small firms in obtaining defense contracts and in obtaining the 
materials and financing needed to fulfill the contracts or to manufacture essen- 
tial civilian items. SDPA also has served small business in other ways—for 
example, acting to insure for it a fair share of accelerated amortization privileges 
under each expansion goal in the Government's industrial expansion program, 
peoviding it with technical and management assistance, and serving as its 


representative on Govegnment committees which determine over-all mobilization 


policies. id 
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Although significant progress has been made during the past year in bringing 
small business into the defense program, study of the current economic position 
of small firms indicates a need for continued and even expanded assistance to 
them. A recent study by the Administration indicates a continued worsening 
in.the relative economic position of small firms. Briefly, thestady shows that— 

1. Sales and profits of small firms during the second half of 1951 failed 
to keep pace with those of big business. (Figures for the first half of 1952 
are not yet available.) 

2. Small business firms expect to reduce their expenditures for plant 
and equipment in 1952, while larger firms plan to increase their capital 
expenditures. 

3. The proportion of military contracts going to small business continues 
to decline. 

A summary of SDPA’s work during the past year, divided by program areas, 
together with data on the field operations of the Administration, the size of 
the SDPA staff, and the SDPA regional advisory boards, follows : 


GOVERNMENT PROCUREMENT 


The most important single mission of SDPA is the carrying out of the con-' 


gressional policy that small business should receive a fair proportion of Govern- 
ment contracts for supplies and services. 

To enable SDPA to carry out this policy, section 714 of the Defense Production 
Act has given it certain responsibilities in regard to Government procurement. 
Chief of these are (1) to determine jointly, in cooperation with procurement 
agencies, that all or part of specific procurement contracts should be awarded 
exclusively to small firms, and (2) to certify as to the technical and financial 
capacity of small firms to fulfill specific Government procurement contracts. In- 
sofar as engineering and financial requirements are concerned, this certification 
must be accepted as conclusive by the procurement agency. 

SDPA’s programs of joint determinations and certificates of competency are 
discussed in detail below. 

SDPA’s procurement authorities and responsibilities have been added to by the 
President. By Executive Order 10823, issued February 5, 1952, the President 
transferred to the Administration various procurement and other functions of 
the Office of Small Business, National Production Authority, including assist- 
ance to small-business men who are interested in forming defense production 
pools. Subsequently, by Executive Order 10370, effective July 7, 1952, the Presi- 
dent delegated to SDPA the authority to approve small business production 
pools. 

Here is a brief review of each phase of the Administration’s procurement 
program : 


Joint determinations 

Section 714 (f) (2) of the Defense Production Act authorizes the earmarking 
for small business concerns of all or part of specific procurements when it is 
jointly determined by SDPA and the procuring agency “(a) to be in the interest 
of mobilizing the Nation’s full productive capacity, or (b) to be in the interest 
of the national defense program” to do so. This authority to earmark contracts 
for small firms is the most important single power available to SDPA for in- 
creasing small business participation in the defense program. 

This Administration early set as one of its major goals the establishment of 
effective joint determination procedures by each of the military departments. 

As a result of negotiations initiated by SDPA, the Department of Defense 
on March 27, 1952, issued a policy directive outlining the basic relationship 
of that Department and SDPA in making joint determinations. Establishment of 
the actual operating procedures for making the determinations was left, how- 
ever, to the individual military departments. 

On April 17, 1952, the Department of the Air Force issued a directive establish- 
ing joint determination procedures which were acceptable to SDPA. The di- 
rective provided for the assignment of SDPA representatives to the Headquar- 
ters, Air Matériel Command, Wright-Patterson Air Force Base, Dayton, Ohio— 
purchasing center for 95 percent of Air Force items—to review proposed pur- 
chases and initiate joint determinations on one suitable for placement .with 
small firms. Proposed purchases involving an expenditure of less than $25,000, 
and those of an emergency or Classified nature, were excluded from the joint 
determination process. 
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After long negotiation, the Navy and the Army followed the lead of the Air 
Force and established joint determination procedures which were acceptable to 
SDPA. The Navy directive, issued July 18, 1952, and the Army directive, issued 
August 8, 1952, are essentially similar to the Air Force directive, and provide for 
the assignment of SDPA representatives to major purchasing offices of those 
departments to review their proposed purchases and initiate joint determina- 
tions. 

SDPA representatives were assigned to the Headquarters, Air Matériel Com- 
mand, shortly after the Air Force established its joint determination procedures. 
SDPA now is placing industrial specialists in major Army and Navy pur- 
chasing offices to initiate joint determinations on their purchases also. 

Further, the Administration has been discussing with major civilian procur- 
ing agencies the possible need for establishing joint determination programs in 
their agencies as well. In time, SDPA representatives may be stationed in the 
purchasing offices of certain of these agencies, also. 

Although the joint determination program is comparatively new, and has begun 
to operate in the three military departments during a slack purchasing period, 
as of September 5, 1952, SDPA representatives in 22 procurement offices already 
had initiated joint determinations on 246 contracts valued at $124,014,468. Of 
these, 126 contracts valued at $71,573,708 had definitely been earmarked for 
placement with small business. Because of the time lag between notice of pro- 
posed purchase and actual placing of contracts, however, only eight contracts, 
valued at $2,315,392, had as yet been awarded to small firms under the joint de- 
termination procedures. 

SDPA believes that the joint determination procedures wili help to reverse the 
continued and serious decline in the proportion of military procurement going to 
small business. Prime contracts awarded to Small firms (500 or fewer employees, 
as defined by the Department of Defense) during fiscal 1952 were only 17.6 per- 
cent of the total, compared with 20.9 percent in fiscal 1951 and 24.5 percent in 
fiscal 1950. 

Moreover, statistics recently published by the Munitions Board show that small 
concerns are receiving little more than half the procurements which they are 
capable of performing. Based on a review of contracts let by the military from 
January through May 1952, it is reported that 29.9 percent in dollar volume was 
suitable for performance by small business. Of that amount, only 59.6 percent 
was in fact awarded to small concerns. 

Success of the joint determination procedure in halting the downward trend in 
contract awards to small firms, and in bringing to small firms a larger percentage 
of the contracts which they are capable of handling, will of course depend on 
more than the issuance of departmental directives. In the final analysis, success 
will depend largely upon whether these directives, and the underlying policy of 
Congress, are followed wholeheartedly, rather than merely accorded lip service. 
The remainder of this calendar year will provide a test of the effectiveness of the 
joint determination procedure and the ability and willingness with which it is 
being carried out. 

Certificates of competency 

A second important SDPA power in the field of Government procurement is 
the authority to certify small-business concerns as competent, with respect to 
technical capacity and financial ability, to perform specific Government contracts. 
A contracting officer must accept a certificate of competency issued SDPA as con- 
clusive on these matters and is authorized to place the contract with the concern 
certified as competent “without requiring it to meet any other requirement with 
respect to capacity and credit” (sec. 714 (e) (6) and (f) (1)). 

Since the beginning of its certification program, SDPA has issued 36 certificates 
relating to contracts valued at $36,801,535. In all but two cases, where compet- 
ing firms quoted lower prices, the concerns so certified have been awarded the 
contraets, or are still.being considered for the contracts. 

SDPA’s certification authority has been used only sparingly so far, for reasons 
discussed later in this section. However, the use made of it to date already 
indicates that it can be of invaluable help to the small manufacturer who is in 
position to receive a contract provided that the contracting officer can be assured 
that he is a responsible supplier. 

Frequently, also, a certificate of competency will enable a small manufacturer 
to break the vicious circle of no financing in advance of a contract and no contract 
without adequate financing. The small concern caught in this dilemma may be 
certified by SDPA in order that it will be awarded the contract, which then can 
be used as a basis for obtaining private or Government financing. 
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In eases where a loan from the Reconstruction Finance Corporation probably 
will be needed after award of the contract; SDPA exercises the utmost care in 
passing upon the application so that the loan recommendation by SDPA can be 
concurred in by RFC, 

Further, in every case, SDPA acts to protect fully the interests of the Govern 
ment. SDPA makes a careful financial and engineering analysis of the applying 
plant to determine its ability to perform the contract; assures itself as to the 
eligibility of the applicant as a small-business concern under the small-business 
criteria of section 714; requires the applicant to disclose the names and compen- 
sation of any persons representing it in connection with the application; and 
requires the applicant to agree not to employ for 2 years thereafter any person 
occupying a position within SDPA involving discretion. 

Because of the need for careful analysis of a manufacturer’s credit and ca- 
pacity prior to issuance of a certificate of competency, and because SDPA’s staff 
until recently did not include a sufficient number of competent engineers and 
financial analysts to carry on this work, the agency has been unable and unwill- 
ing in the past to embark upon a large-scale program of issuing certificates of 
competency. With the increase in staff made possible by a larger SDPA appro- 
priation for the fiscal year 1952-53, the agency is now-able to expand its work 
in this field. It foresees in the near future a growing volume of requests from 
small companies who are being considered for contracts, but who will be awarded 
the contracts only if SDPA certifies to their competency. 


Procurement information and assistance 

As an essential part of its procurement program, SDPA has given assistance 
to many thousands of small-business men who are seeking defense contracts, 
who have bid unsuccessfully on contracts and feel that they should have been 
awarded them, or who have other problems in connection with selling to the 
Government. 

A recent analysis showed that over a 3-month period the Administration’s 13 
regional offices alone had assisted 5,813 small-business men with problems in 
volving defense contracts. This figure does not include the countless small. 
business men who wrote to or visited the Washington office of SDPA during the 
same period seeking help in obtaining contracts or with related matters. 

sv use of the Government Procurement Manual, which lists some 5,000 items 
or classes of items purchased by the Government, SDPA staff members are able 
to tell the small manufacturer which agencies buy the items he makes or can 
make competitively, and which purchasing offices of the agencies buy the particu- 
lar items. Maintenance of this manual, formerly a function of the Office of 
Small Business, NPA, was transferred to SDPA by Executive Order 10323, Febru- 
ary 5, 1952. Copies of the manual are available for reference at SDPA field 
offices, Department of Commerce field offices, and at the offices of some severa! 
hundred cooperating organizations, such as banks and chambers of commerce. 

SDPA field offices also are providing procurement information to small manu- 
facturers through use of the Government’s Daily Synopsis of Consolidated Pro- 
curements and Contract Awards Information. Through an arrangement between 
SDPA and the Department of Commerce, which publishes the synopsis, contracts 
jointly earmarked by the military departments and SDPA for award to small 
firms are being listed as a separate section of the synopsis. 


Production pools 


At the time that SDPA was established, the function of furnishing advice 
concerning the approval and cperation of small business preduction pools was 
located in the Office of Small Business, National Production Authority. This 
function subsequently was transferred to SDPA by Executive Order 10323 of 
February 5, 1952. 

However, responsibility for approval of small business production pools con- 
tinued to remain diffused among three Gevernment agencies—the Defense Pro 
duction Administration, the National Production Authority, and SDPA (in addi- 
tion to the Department of Justice and the Federal Trade Commission, whose 
functions are prescribed by statute). This division of responsibility was time- 
consuming and wasteful, and worked considerable hardship upon small-business 
men required to deal with several agencies. 

SDPA therefore asked the President to delegate to it the authority to approve 
small business production tools, and this was done by Executive Order No. 10370, 
effective July 7, 1952. 
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Since then, SDPA has approved the General Tire Production Pool, Inc., and 
now is processing several additional applications for approval of pools. 

The Genera! Tire Production Pool, Inc., is the sixteenth small business pro- 
duction pool to be approved and the first of the so-called “mother hen” type of 
pool in which a large plant combines its financial resources, research facilities, 
and production know-how with the productive capacity of smaller companies. 

The General Tire Production Pool, Inc., will not work in the tire and rubber 
field, but will seek prime defense contracts in the precision electrical field. Un- 
like other incorporated pools, prime contracts would not be awarded to the pool 
itself, but to the General Tire & Rubber Co., which would be solely responsible 
for performance of the contracts. Work would be subcontracted by General 
Tire & Rubber Co. to the other members of the pool. 

SDPA believes that the General Tire pool will be of primary benefit to the 
small companies which belong to the pool. It also believes that this type of 
pool may prove highly effective in channeling defense work to small plants. 

The 15 previously approved pools had all been classified as small-business 
concerns by SDPA and will therefore be treated as such by the procurement 
agencies when considering awarding them contracts. 

SDPA is assisting pools in various Ways to obtain more defense contracts. 
For example, extensive engineering and management surveys of pools have been 
made, in order to assist their managers in determining the types of items which 
the pools are capable of manufacturing competitively, and Government contract- 
ing officers have been informed of the pools’ capabilities. 

Another form of SDPA assistance to pools is through the issuance of cer- 
tificates of competency. Such a certificate was recently issued, for example, 
to the Peoria Consolidated Manufacturers, Inc., certifying to its competency to 
perform a $3,000,000 Army Ordnance contract. As a result, the Peoria pool 
received the award. 

Subcontracting program ‘ 

While working to increase the flow of prime contracts to small firms, the 
Administration also has been endeavoring to increase the number and diversity 
of subcontracts awarded to small business by large prime contractors. 

Each SDPA regional office has been developing and maintaining contacts 
with large prime contractors in its area as well as large manufacturers of essen- 
tial civilian products, to urge them to make wide use of small firms as sub- 
contractors. The SDPA offices also are encouraging these large manufacturers 
to »ppoint small-business specialists in their organizations and to assign to them 
the responsibility for expanding the companies’ volume of subcontracting. 
A number of companies have accepted this suggestion and appointed such 
specialists. 

SDPA field offices also are maintaining a record of small firms in their areas 
and are directing those in need of business to appropriate subcontracting oppor- 
tunities. 

Subcontracting also has been stimulated through a change which SDPA ob- 
tained in the regulations of the Renegotiation Board under the Renegotiation 
Act of 1951. As originally written, certain provisions of the regulations appeared 
likely to indicate to prime contractors that widespread subcontracting would 
result in unfavorable, rather than favorable, consideration in renegotiation. 
Upon the recommendation of SDPA, the Renegotiation Board changed the regu- 
lations to make clear that prime contractors would be given favorable considera- 
tion where they subcontracted substantial amounts to small firms. The regula- 


tions now offer a substantial incentive to prime contractors to subcontract to 
small-business concerns. 


Facilities inventory 

Section 714 (e) (1) of the Defense Production Act directs SDPA “to make a 
compiete inventory of all productive facilities of small-business concerns which 
can be used for defense and essential civilian production * * *.” To carry out 
this provision, SDPA has under way a plan for a Nation-wide industrial facilities 
inventory. The plan makes full use of inventories made or to be made by State 
governments, and involves a minimal expenditure of Federal funds. 

The aim of the SDPA plan is to provide a simple, always current, listing of 
productive facilities across the Nation. The possibilities of such a listing for 
both emergency and peacetime uses are obvious, 

Federal procurement agencies, State governments, and prime contractors have 
been quick to recognize the practical value of Federal procurement planning based 
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upon thorough inventories of existing industrial capacity, and are cooperating 
closely with SDPA. For example, six States—Idaho, Kentucky, Michigan, Mon- 
tana, New York, and Washington—are now actively at work on their inventory 
systems. Twenty other States are studying the situation to determine whether 
State legislation is needed to establish the inventory. 


Changes in procurement procedures 


As another means of increasing the proportion of Government contracts going 
to small-business concerns, SDPA has sought the adoption of more flexible pro- 
curement procedures and the elimination of procurement procedures which are 
restrictive upon small firms. 

For example, SDPA found that certain military procurement agencies, particu- 
larly the Army Corps of Engineers, were requiring bid and performance bonds in 
connection with substantial numbers of supply contracts, despite the absence of 
any statutory requirement that they do so, or the showing of any need for such 
bonds to protect the Government’s interest. As a result of the requirement, small 
concerns frequently were unable to bid on contracts, since surety companies often 
are reluctant to take risks on small concerns. Further, the requirement tended 
to nullify the guaranteed loan program of the military departments under sec- 
tion 301 of the Defense Production Act (commonly called the V-loan program). 
Under the regulations for V-loan financing, applications for loan guaranties will 
be approved in cases where performance bonds are required only if the surety 
agrees to subordinate his rights in favor of the guaranteed loan. Since surety 
companies uniformly refuse to subordinate their rights in such circumstances, 
the effect is that no guaranteed loan can be made on defense contracts where 
bonding is required. 

SDPA asked the Under Secretary of the Army to change the procurement pro- 
cedures to require bonds for supply contracts only in those exceptional cases 
where the interests of the Government cannot otherwise be protected. The Under 
Secretary agreed with the recommendation and placed it into effect. 

Revision of Walsh-Healey regulations 

Small distributors of petroleum products complained to SDPA that the regula- 
tions under the Walsh-Healey Public Contracts Act made it impossible for them 
to compete for Government business, by requiring them to maintain storage 
facilities in order to qualify as “regular dealers” under the act, and thus to be 
eligible for Government contracts. Investigation by SDPA showed that many 
small petroleum distributors found it unnecessary, as well as prohibitively ex- 
pensive, to maintain storage facilities of their own and, in lieu thereof, frequently 
had contracts with large refineries guaranteeing them a constant supply from 
storage facilities maintained by the refineries. These small concerns are legiti- 
mate dealers in every sense of the word. 

Accordingly, SDPA recommended to the Secretary of Labor modification of 
the Walsh-Healey regulations and on July 9, 1952, he issued an amendment 
eliminating the requirement that a petroleum products dealer maintain his own 
storage facilities in order to qualify as a regular dealer. A petroleum products 
dealer now need have only an established place of business and distribution 
facilities, and buy and sell in his own name, to qualify for Government contracts. 
Contract price adjustments 

SDPA has urged the Department of Defense to reexamine its administration 
of Public Law 921, EKighty-first Congress, which authorizes price adjustments in 
defense contracts to relieve hardship on a firm caught between rising costs beyond 
its control and an inflexible price term in its contract. SDPA feels that the 
military departments have been much too rigid in granting relief under this 
statute, and has pressed for revival of the military’s regulations governing price 
adiustments which were in effect during World War IT. 

SDPA sought, unsuccessfully, to have Public Law 921 amended, so that the 
military departments could not continue to make use of a restrictive interpreta- 
tion of the law. Failing in this, SDPA has continued to urge the Department 
of Defense to adopt a more liberal policy in granting contract price adjustments. 
SDPA prime contracts: The revolving fund 

Section 714 (b) (1) (B) and (C) of the Defense Production Act authorizes 
SDPA to enter into prime contraets with Government procurement agencies for 
the furnishing of articles and materials needed by the Government, and to fill 
these contracts by awarding subcontracts to small concerns. SDPA’s prime con- 
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tract operations are, under the statute, to be financed by a revolving fund, and 
the statute authorized an appropriation of $50 million for this fund. 

Throughout the fiscal year 1951-52, however, no funds were appropriated for 
this purpose by Congress. Therefore SDPA took no prime contracts. For the 
fiscal year 1953, Congress has appropriated $1,500,000 for the purpose. With 
the small fund thus made available, SDPA will be able to carry out only pilot 
plant operations in this field. Nevertheless, it will give careful study to oppor- 
tunities for use of the fund, particularly in connection with the operation of 
production pools, 


FINANCIAL ASSISTANCE 


One of the serious problems faced by small business in a mobilization period 
is that of obtaining necessary financing to produce defense and defense-supporting 
items. To help small business overcome this problem, section 714 (i) of the 
Defense Production Act created a special small business loan fund of $100,000,000, 
the loans to be made by the Reconstruction Finance Corporation upon the 
recommendation of SDPA. 

Loans from this special fund are made to small business concerns “to finance 
plant construction, conversion, or expansion, including the acquisition of land ; 
or finance the acquisition of equipment, facilities, machinery, supplies, or mate- 
rials; or to finance research, development, and experimental work on new or 
improved products or’ processes; or to supply such concerns with capital to be 
used in the manufacture of articles, equipment, or materials for defense or 
conversion purposes; or to establish and operate technical laboratories to serve 
small business concerns” (sec. 714 (b) (1) (A)). 

The section 714 lending authority supplements two other lending authorities 
under which RFC can make small business loans—section 4 (a) of the Recon- 
struction Finance Corporation Act and section 302 of the Defense Production 
Act. The section 714 authority differs from these other RFC authorities in 
that it (@) provides for loans to small business concerns only, (0) provides for 
loans for both defense and essential civilian purposes, and (c) does not impose 
such rigid-credit requirements, either as to proposed use of the loan or as to 
credit standards to be met. 

The need for a special small business lending authority has been clearly shown 
by the extent to which small-business men have turned to this new source of 
financing. Although the SDPA loan program did not get under way until 
December 1951, as of September 5, 1952, the program already had resulted in 178 
loans to small firms for a total amount of $21,093,258. Thirty-four other loan 
applications totaling $4,288,600 had been favorably recommended to the RFC by 
SDPA and were awaiting RFC action. 

The 178 loans recommended by SDPA and approved by RFC had been charged 
to its various lending authorities in the following amounts: 


See. 4 (a), RFC Act (56 loans) ._ $5, 947, 473 
Sec. 302, Defense Production Act (22 loans) . 5,974, 500 
Sec. 714, Defense Production Act (100 loans)___--__.. 9, 171, 285 


SDPA is now processing 122 additional loan applications asking for a total 
amount of $39,881,465.54. 

It should be pointed out that the fact that RFC approves a loan recommended 
by SDPA under section 4 (a) of the RFC Act or section 302 of the Defense 
Production Act, rather than under section 714, does not necessarily mean that 


the loan would have been made irrespective of SDPA action. In fact. in a 
number of cases, loan applications which the RFC had tentatively determined 
to reject have subsequently been approved by RFC, following SDPA’s recom- 
mendation, under section 4 (a) of the RFC Act. 

It also should be pointed out that the ratio of RFC approvals of business 
loan applications has increased markedly since the start of the SDPA loans 
program at the beginning of this year, as compared with the ratio of approvals 
during the preceding months. Since approximately 90 percent of all RFC busi- 
ness loan applications are filed by small-business concerns, the increasing pro- 
portion of approvals indicates the constructive effect of the small-business 
financial program established by section 714 of the Defense Production Act. 

In line with its policy of providing the small-business man with the help he 
needs without his having to come to Washington for it, the Administration has 
recruited and assigned qualified loan examiners and other financial specialists 
to each of its field offices. This is serving to bring the financial assistance pro- 
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gram much closer to those who need its benefits and to increase greatly its 
general efficiency. 

SDPA field office financial specialists are instructed to counsel and advise with 
small-business concerns in the. adjustment and management of their financial 
affairs in this manner—first, so as to obviate the necessity of Government 
financing whenever possible, and second, when necessary to prepare their loan 
requests in such a manner that the needed financing may be quickly obtained; 
under terms and conditions which will accomplish the objective of the loan, 
as well as protect the interests of the Government. 

In the near future, after the financial staff of SDPA has gained further experi- 
ence in the analysis and handling of loan applications, an increasing measure of 
authority probably will be delegated to the field offices, including the authority 
to recommend small loans within authorized categories. This will accomplish 
a desirable decentralization and speed up the entire loan process without sacri- 
ficing care in the examination, or informed judgment in the disposition of loan 
applications. 


Other financial activities 


Beyond its functions of recommending loans to small firms under section 714, 
and advising smali-bvsiness concerns on their financial problems. SDPA, as 
spokesman for small business, has the duty to try to eliminate practices or 
reguiations in the field of finance which hinder small-business participation in 
the defense program. 

As an example of the Administration's activities of this type, SDPA has for 
some time been pressing the Department of Defense to modify restrictions it 
has placed upon the issuance of loan guaranties under section 301 of the De- 
fense Production Act, the V-loans program. SDPA believes that the frequent 
practice of the Department of Defense in refusing V-loan guaranties where al- 
ternative suppliers are available tends to limit sharply the opportunities of smafi- 
business concerns to take advantage of a form of financial assistance which 
Congress had provided primarily for their benefit. Repeated attempts by SDPA 
1o get the Department of Defense to accept certain proposed changes have, 
however, been to no avail. 

On the other hand, the agency has been more successful in obtaining changes 
of the V-loan regulations of other guaranteeing agencies where it was. felt that 
these regulations also failed to carry out the intent of Congress. The Depart- 
ment of Commerce hus changed its regulaticns in accordance with SDPA’s sug- 
gestions, and the Atomic Energy Commission has promised to do so, 

SDPA also has made considerable progress toward eliminating the practice 
of some prime contractors of qualifying their assignment of snbcontracts by 
reserving the right to set off claims against the subcentractor which arise from 
other accounts. This qualification, of course, impairs the value of a subcontract 
as collateral, and hence is an obstacle to the subcontractor in obtaining credit. 
SDPA investigated this problem, and discussed remedial measures with the 
various Government procurement agencies. In the meantime, the Defense Depart- 
ment circularized some 600 prime contractors, asking their voluntary agreement 
to terminate the practice. Most of the contractors agreed to do so, and the 
problem was reduced from one of general seriousness to one requiring Govern- 
ment attention only in individual instances. 


MATERIALS AND EQUIPMENT ASSISTANCE 


The statutory basis for SDPA’s program of materials and equipment assist- 
ance to small business is section 714 (d) (2) of the Defense Production Act. 
This section of the act provides for prier consultation between SDPA and the 
appropriate other Government agencies before these agencies issue orders limit- 
ing or expanding production hy business concerns or determine policies to be 
followed in granting priorities to business concerns. 

In addition, section 714 (f) (3) provides that “whenever materials or supplies 
are allocated by law, a fair and equitable percentage thereof shall be allocated 
to small plants unable to obtain the necessary materials or supplies from usual 
sources.” j 

SDPA is carrying out its function of assisting small businesses with their 
Inaterials and equipment problems in two ways: By serving as the representative 
of small business in the development of materials-allocation policies, regula- 


tions, and orders, and by helping individual small concerns with their materials 
and equipment problems. 
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SDPA has given primary emphasis to its role as spokesman for small business 
in the development of materials policies, regulations, and orders. It has done 
so because this is the most effective. means for helping the greatest possible 
number of small-business concerns in the shortest possible time and with the 
smallest possible staff. 

SDPA representatives serve on the Requirements Committee and the Program 
Adjustment Committee of the Defense Production Administration, and on the 
Order Clearance Committee and approximately 30 operating division require- 
ments committees of the National Production Authority. This permits the 
closest possible cooperation between SDPA, on the one hand, and DPA and 
NPA on the other, and provides for the most effective representation of the 
interests of small-business coneerns. 

A good example of the manner in which SDPA has acted to protect the interests 
of small firms is the assistance given to small single-line manufacturers of low- 
essentiality products. SDPA felt that the cut-back of controlled materials among 
plants in proportion to their base-period production of each individual product 
or product classification worked a great hardship upon small, single-product 
manufacturers. Other manufacturers who manufactured both low- and high- 
essentiality products were able to operate at near capacity on their allotments 
for high-essentiality products. At the same time, they received materials for 
low-essentiality items on the same basis as the single-product manufacturers, 
many of wiom were being forced to operate at below the break-even point. 

Accordingly, on January 2, 1952, SDPA recommended to NPA a number of 
changes in materials-allocations policies and methods. As a result of these 
recommendations— 

1. In the second quarter of 1952, all manufacturers of consumer goods 
received the same proportion of the materials they had used during the base 
period, without regard to the degree of essentiality of their products. 

2. To help small firms which still could not remain in operation without 
additional quantities of materials, NPA, in cooperation with SDPA, set up 
a special small-business “hardship” reserve of steel, copper, and aluminum. 
Small firms faced with unusual hardships because of low materials allot- 
ments could apply for additional quantities of materials from this reserve. 
(Still in operation, the “hardship reserve” has been used to date to help 
about 600 small manufacturers. ) 

3. NPA began releasing, to selected industries which could readily absorb 
them, certain types of controlled materials which were no longer in short 
supply. This planned release of materials was interrupted by the recent 
steel strike, but will be resumed, it is believed, as the lost production is 
made up. 

A more recent example of SDPA representation of small-business interests 
on the policy level is to be found in connection with the steel strike. With the 
imminence of a steel shortage as a result of the strike, SDPA recommended to 
NPA a revision of allocation policies, in order to assure small business a fair 
share of the sharply reduced supply. As a result, allotments to steel warehouses, 
which provide the bulk of smail-business needs, were increased from 100 percent 
of the base period to 120 percent for the first 90 days of steel production after 
the end of the shut-down. As a further protection for small firms, SDPA also 
recommended to NPA measures designed to prevent large concerns from obtain- 
ing an undue proportion of steel from warehouses, including temporary curtail- 
ment of permitted inventory levels, avoidance of directive actions in the distri- 
bution of steel and continuation of existing levels in the flow of steel to further 
converters. These policies in the main were adopted by NPA. 

During the past year, SDPA also has assisted many hundreds of small! firms in 
solving their particular materials problems. The problems have varied in type 
and in number with the changing materials picture. In the third and fourth 
quarters of 1951, small manufacturers came to SDVA chiefly for help in getting 
Centrolled Materials Plan “tickets” cashed. In the first quarter of 1952 the small 
manufacturers were calling upon SDPA mainly for help in getting CMP tickets. 
As the materials supply situation has eased up, and the military program has been 
stretched out, the volume of requests for materials assistance has fallen off. 

SDPA now is looking toward the day when materials will be completely decon- 
trolled. It is studying carefully the broad, general problems of decontrol—how, 
when, and in what manner—so that decontrol, when it comes, will not mean for 
the small business a wild scramble for materials. 

On the machinery and equipment side, SDPA has a twcfold program: (1) To 
see to it that small firms which produce machine tools and other essential ma- 
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chinery items get the contracts and materials they need and are entitled to, and 
(2) to make sure that, in the distribution of machinery items in short supply, 
small firms are given equitable treatment. 

Currently, SDPA is helping machine-teol manufacturers, dealers, and rebuilders 
who are operating at less than full capacity to obtain additional work. SDPA 
has helped a number of small firms to obtain needed tools, and now is circularizing 
among small firms in defense-supporting industries lists of idle Government-owned 
machine tools and equipment. 


OTHER SDPA ACTIVITIES 


Technical and management assistance 


To assist small plants with their technical and management problems, as pro- 
vided for in section 714 (b) (1) (D) of the Defense Production Act, SDPA is 
issuing four series of technical and management publications for small firms, and 
has established a small-business production advisory service. 

The series of publications are Management Aids for Small Business, Technical 
Aids for Small Business, Production Notes, and Management Booklets. 

Management Aids deal with such management problems as “How Small Plants 
Can Sell to the Federal Government” and “Reducing Accident Costs in Small 
Industrial Plants.” 

Technical Aids deal with factory problems of smaller manufacturers, as, for 
example, “Proper Alignment of Machine Tools” and “Precision Measurement of 
Workpieces.” 

Production Notes explain improved shop practices as applied to specifie prod- 
ucts, machines, tools, and processes. Examples are “Blast Cleaning” and “Re- 
sistance Welding of Aluminum.” 

The Management Booklets published by SDPA are short, illustrated publica- 
tions dealing with current management policies and practices, such as the recently 
published “An Employee Suggestion System for the Small Plant.” E 

SDPA has established a Production Advisory Service in its field offices to assis 
small plants with their technical problems. If a field office cannot help a manu- 
facturer solve his particular problem, the problem is referred to the Washington 
office of SDPA for study and investigation. 


Tax amortization 

Sometime ago, SDPA research revealed that only 10 percent of the certificates 
of necessity for accelerated tax write-offs under the Government’s industrial- 
expansion program had gone to small-business concerns, despite the fact that 
small business accounts for 42 percent of total employment in manufacturing. 

SDPA therefore proposed to the Defense Production Administration a plan for 
insuring for small business a fair share of each of the Government’s industrial- 
expansion goals, in order to maintain for small business its pre-Korean position 
in the industry or segment of industry being expanded. DPA accepted SDPA’s 
recommendations in part. 

Under the agreement reached, SDPA may propose for each unfilled expan- 
sion goal a share to be earmarked for small business, based on the pre-Korean 
proportion of small businesses in the particular industry. DPA then holds 
the small-business shares of the expansion goals open for not less than 30 days, 
during which time qualified small-business concerns may file applications. 

As of September 10, 1952, agreement had been reached on the small-business 
shares of 15 expansion goals. Additional agreements are now being negotiated. 

SDPA also has assisted a number of individual small-business concerns which 
had applied for accelerated tax amortization. In at least 75 percent of these 
cases applications have been granted. Significantly, a large number of the appli- 
eations had been initially turned down before SDPA was called in for assistance. 


Participation in interagency policy committees 


SDPA is represented on the principal interagency committees concerned with 
mobilization policies. Its active participation in the work of these committees 
enables the Administration to keep the interests of small business constantly to 
the fore at the policy-making level. It also enables SDPA to maintain a con- 
tinuing watch on mobilization policy developments and thus to foresee the effects 
which particular actions are likely to have on the Nation’s small businesses. 

Major committees on which SDPA is represented are the Production Policy 
Committee of the Office of Defense Mobilization, which advises the Director of 
Defense Mobilization on problems, policies, programs, and legislation relating 
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to defense production; the Defense Procurement Policy Committee, which co- 
ordinates Federal policies and programs with respect to defense procurement 
and related matters; the Surplus Manpower Committee of the Office of Defense 
Mobilization, which carries out ODM Order No. 4 on defense manpower; the 
Regicnal Defense Mobilization Committees of the Defense Production Admini- 
stration, which coordinate the defense activities of Federal agencies in each 
region, and the Regional Defense Mobilization Coordinating Committee, which 
coordinates the work of the regional committees; and the Small Business Com- 
mittee, made up of representatives of the small-business specialists in various 
Government agencies. An SDPA representative is chairman of the Small Busi- 
ness Committee. 

SDPA’s membership on the foregoing policy committees is in addition to its 


representation on various operating committees, such as DPA and NPA materials- 
requirements committees. 


Ammunition program 


Upon learning recently that new sources of supply for various types of ammu- 
nition and component parts were needed, SDPA offered its services to the Depart- 
ment of Defense in obtaining such sources from among small-business concerns. 
The Department of Defense has accepted this offer; accordingly, SDPA is now 
sending letters to approximately 200 small steel forging plants and 3,000 small 
machine shops throughout the country, inviting them to notify SDPA’s Office 
of Contract Procurement in Washington if they are interested in obtaining either 
prime or subcontracts to produce ammunition items. Such items as grenades, 
flares, rockets, fuzes, bomb fin assemblies, cartridge storage cases, etc., are par- 
ticularly suitable for production by small plants. It is hoped that, as a result of 
this new SDPA program, a substantial contribution can be made to national 
defense while, at the same time, a number of small concerns will obtain a sub- 
stantial volume of needed business. 


FIELD OPERATIONS 


A primary aim of SDPA has been to provide a “one stop” service for small- 
business men in all parts of the country, where they can obtain assistance with 


procurement, financing, materials and equipment, and management and technical 
problems. SDPA has felt that it is unfair to small-business men to ask them 
to spend money and time journeying to Washington for help with their problems. 

Although its funds were severely limited, during fiscal 1952 SDPA established 
13 regional offices, their locations conforming to the pattern prescribed for all 
defense agencies. These offices were not manned by full staffs, however. Since 
the start of fiscal 1953, through increased funds made available to the Adminis- 
tration by Congress, SDPA has been able to add five additional field offices and to 
staff all of its regional offices with the various specialists needed to serve small 
business in procurement, financing, materials, and other fields. SDPA’s field 
organization has reached the point that a “‘one stop” service now is available to 
the small manufacturer regardless of where he is located and what type of assis- 
tance he needs. 

Obviously, with a very small field staff, SDPA cannot establish a field office in 
every industrial center where there are a large number of small businesses. 
However, in order to make the Administration’s services readily available to the 
small manufacturer who does not live in a city where there is an SDPA field office, 
but perhaps instead lives at considerable distance from the nearest office, SDPA 
procurement, financial, and other specialists are making regularly scheduled 
visits to the various principal cities in their regions. The small manufacturers of 
these cities are advised when the SDPA specialists will be there and can call 
upon them for assistance at that time. This is another step in SDPA’s plan to 
provide services to the small manufacturer in his own area and at minimum cost 
to both him and the Government. 

The small-business man’s need for assistance with his problems, and the 
increasing extent to which SDPA is giving such assistance, through its field 
offices, is clearly shown by a recent analysis of field-office activities. This 
analysis showed that over a 3-month period SDPA regional offices had acted on 
requests for assistance in a total of 5,813 cases involving contracts, 3,270 cases 
involving loans, and 588 cases involving materials. Recent reports from the 
SDPA field offices indicate that the volume of requests for assistance is still 
growing. 

In its field operations, as well as in the development of its over-all policies and 
programs, SDPA has had the help and guidance of representative small-business 
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men who have volunteered to serve as members of SDPA regional advisory boards. 
A regional advisory board has been formed for each of the Administration’s 1° 
regions, under authority vested in SDPA by section 714 (e) (11) of the Defense 
Production Act. Industry vice chairmen of the boards serve as members of 
SDPA’s National Advisory Board. Thus, SDPA, both in Washington and in the 
field, receives counsel and assistance from the small-business man in developing 
and administering its programs of assistance to him with his problems. 


SDPA STAFF 


As of September 11, 1952, the Administration had 375 employees: 191 in the 
Washington office, 143 in the field offices, and 41 assigned to procurement centers 
of the Army, Navy, and Air Force to review their proposed procurements and 
initiate joint determinations. In addition, SDPA was processing papers of 1 
additional employees. 


AIR COORDINATING COMMITTEE 


AIR COORDINATING CoMMITTEE, 
Washington, D. C., September 22, 19852. 
Hon. Burnet R. MAYBANK, 
Chairman, Joint Committee on Defense Production, 
United States Senate, Washington, D. C. 


DEAR SENATOR MAYBANK: In response to a letter from your office of August 
22, 1952, requesting a report on activities under the Defense Production Act, 
the following information is submitted : 

The Air Coordinating Committee, in furtherance of its policies, established in 
1950 for the production of civil aircraft and component parts on an equal priority 
with that of similar military-type aircraft, has continued its coordination ani 
development of one complete program to meet civil aviation requirements both 
fereign and domestic which were found to be essential to the civil economy and, 
in addition, to provide an airlift potential in support of the mobilization plans 
in safeguarding the Nation in the event of an emergency. 

The Air Coordinating Committee, established by Executive Order 9781, Sep- 
tember 19, 1946, is authorized to “examine aviation problems and developments 
affecting more than one participating agency ; develop and recommend integrated 
policies to be carried out and actions to be taken by the participating agencies 
or by any other Government agency charged with responsibility in the aviation 
filed; and, to the extent permitted by law, coordinate the aviation activities of 
such agencies except activities relating to the exercise of quasi-judicial func 
tions.” 

The Aircraft Claimant Division of the Air Coordinating Committee, composed 
of the several designated claimant agencies (the Civil Aeronautics Board, the 
Civil Aeronautics Administration, the Office of International Trade, and the 
Mutual Security Agency) and other Government agencies having a major in 
terest in this subject—the Department of Defense (through the Army, Navy, and 
Air Force), the Department of State, the National Production Authority, and the 
Defense Production Administration—has assisted the Committee in coordinating 
the civil requirements as presented by the above agencies. 

Since our report to your office last year the Committee has approved fom 
quarterly programs and recommended these pregrams to the Defense Production 
Administration for the allocation of controlled materials to the National Pro 
duction Authority for the issuance of priorities to aircraft manufacturers anid 
airlines to meet the civil requirements as established. To date the Committee 
has recommended a total of eight quarterly aircraft-production programs, the 
last of which recommends the allocation of controlied materials for the first 
quarter of 1953. This program is known as the C-8 program, and recommends 
the start of production of 35 new carrier-type aircraft under firm contract with 
the manufacturers in the first quarter of 1953, of which 18 are for domestic ani 
17 for foreign airlines. 

In addition, the program recommends the allocation of controlled materials 
for 368 aircraft now under construction approved in prior programs, for a tota! 
of 403 aircraft to be manufactured and delivered over the next 30 months, from 
October 1952 through March 1955. The program also provides a recommendation 
for the construction of 11,541 nonearrier aircraft (industrial, business, and agri 
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cultural) during the 30-month period from October 1952 through March 1955, 
as follows: 


Fourth quarter, 1952 
4 quarters, 1953 

4 quarters, 1954 
First quarter, 1955 


These production programs affect not only the large aircraft manufacturers 
and air carriers but also have a direct effect on approximately 14 smaller manu- 
facturers with production rates varying from 3 aircraft per quarter to 560 air- 
craft per quarter. In addition, a multitude of subcontractors are also benefited. 

The recommendations of the Committee have been implemented by the Defense 
Production Administration issuance of program determinations for the alloeation 
of controlled materials to the National Production Authority, through the first 
quarter of 1953. 

I trust that this information is satisfactory for your purpose in preparing your 
report to the House of Representatives and the Senate. If there is any other 
material that you desire and that the Committee can supply, please let us know. 

Sincerely yours, 
DonaLp W. Nyrop, Chairman. 


LIST OF EXECUTIVE ORDERS 


Issued under the authority of the Defense Production Act of 1950, as amended, im whole or in part, during 
the period beginning Oct. 1, 1951, and ending Oct. 17, 1952 


Executive | ng ‘ ; Federal Regis- | Date of Fed- 
Order No. Title of order | Date of order ter citation _—_eral Register 





10301 | Amending Executive Order No. 10161, as | Nov. 2,1951 | 16 FR 11257_..| Nov. 6, 1951 
amended, to provide for alternate members | 


| ofthe Wage Stabilization Board. 
10308 | Improving the means for obtaining compli- | Dec. 3,1952 | 16 FR 22303___| Dec. 6, 1951 


ance with the nondiscrimination provisions 
of Federal contracts. | 
10323 | Transferring certain functions and delegat- | Feb. 5, 1952 | 17 FR 1145._..| Feb. 6, 1952 
ing certain powers to the Small Defense 
|} Plants Administration. 
10324 | Amending Executive Order No. 10161 of Sept. | Feb. 6,1952 | 17 FR 1171 | Feb. 7, 1952 
9, 1950, with respect to the definitions of 
“solid fuels’’ and ‘“‘domestic transportation, 
storage, and port facilities.”” 
10359 | Amending Executive Order No. 10161, as 9, 1952 7 FR 5269_...| June 11, 1952 
| amended, with respect to certain plant 
fibers. 
10370 | Delegating certain authority of the President 7, 1952 FR 6141._..| July 9, 1952 
to the Smal! Defense Plants Administrator. 
10373 | Amending Executive Order No. 10161 with re- 14, 1952 7 FR 6425____| July 
spect to real-estate credit. 
10377 | Providing for the composition of the Wage 25, 1952 | 17 FR 6891_...) July 2 
| Stabilization Board. 
10390 | Amending Executive Order No. 10161 of Sept. . 30,1952 FR 7995___.| Sept. 
| 9, 1950, as amended, to provide for certain | 
alternate members of the Wage Stabilization 
Board. 











24564—52——20 
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THE DEFENSE PRODUCTION ACT OF 1950,, AS AMENDED BY THE 
DEFENSE PRODUCTION ACT AMENDMENTS OF 19517 AND THE 
DEFENSE PRODUCTION ACT AMENDMENTS OF 1952 ° 


EXPLANATORY NOTE 


{Throughout this collation roman type is used to indicate text which has not been changed 
since original passage and issuance of the 1950 Aet. ‘The 1951 Amendments appear in 
italics. Material which has been deleted by amendment is retained in the text, but is in- 
cluded in bold brackets [— J}. The 1952 Amendments appear in bold italics, Footnote 
references appear for each amendment. \All amendatory sections cited in the footnotes are 
contained in the Defense Production Act Amendments of 1951 or the Defense Production 
Act Amendments of 1952. Prepared by the Office of the Chief Counsel, Office of Price 
Stabilization. }) 


AN ACT 


To establish a system of priorities and allocations for materials and facilities, authorize 
the requisitioning thereof, provide financial assistance for expansion of productive capacity 
and supply, provide for price and wage stabilization, provide for the settlement of labor 
disputes, strengthen controls over credit, and by these measures facilitate the production 
of goods and services necessary for the national security, and for other purposes. 


Be it enacted by the Senate and House of Representatives of the United States 


of America in Congress assembled, That this Act, divided into titles, may be cited 
as “the Defense Production Act of 1950”. 


SEC. 2. DECLARATION OF POLICY 


It is the policy of the United States to oppose acts of aggression and to pro- 
mote peace by insuring respect for world law and the peaceful settlement of 
differences among nations. To that end this Government is pledged to support 
collective action through the United Nations and through regional arrangements 
for mutual defense in conformity with the Charter of the United Nations. The 
United States is determined to develop and maintain whatever military and eco- 
nomic strength is found to be necessary to carry out this purpose. Under present 
circumstances, this task requires diversion of certain materials and facilities 
from civilian use to military and related purposes. It requires expansion of pro- 
ductive facilities beyond the levels needed to meet the civilian demand. In 
order that this diversion and expansion may proceed at once, and that the 
national economy may be maintained with the maximum effectiveness and the 
least hardship, normal civilian production and purchases must be curtailed and 
redirected. 

It is the objective of this Act to provide the President with authority to 
accomplish these adjustments in the operation of the economy. It is the inten- 
tion of the Congress that the President shall use the powers conferred by this 
Act to promote the national defense, by meeting, promptly and effectively, the 
requirements of military programs in support of our national security and foreign 
policy objectives, and by preventing undue strains and dislocations upon wages, 
prices, and production or distribution of materials for civilian use, within the 
framework, as far as practicable, of the American system of competitive 
enterprise. 


TITLE I—PRIORITIES AND ALLOCATIONS 


SEC, 101. PRIORITIES AND ALLOCATIONS 


(a)* The President is hereby authorized (1) to require that performance under 
contracts or orders (other than contracts of employment) which he deems neces- 
sary or appropriate to promote the national defense shall take priority over per- 
formance under any other contract or order, and, for the purpose of assuring such 
priority, to require acceptance and performance of such contracts or orders in 
preference to other contracts or orders by any person he finds to be capable of 
their performance, and (2) to allocate materials and facilities in such manner, 
upon such conditions, and to such extent as he shall deem necessary or appro- 
priate to promote the national defense. No restriction, quota, or other limitation 
shall be placed upon the quantity of livestock which may be slaughtered or 


< 1Pub. Law 774, 8ist Cong.; Sept. 8, 1950, ce. 932, 64 Stat. 798; 50 U. S. C. App. 2061- 
2166. 

2 Pub. Law 96, 82d Cong.; July 31, 1951, ¢. 275, 65 Stat. 134; 50 U. S. C. App. 2061-2166. 

® Pub. Law 429, 82d Cong.; June 30, 1952, c. 530, 66 Stat. 296; 50 U. S. C. App. 
2061-2166. 

* Designated sec. 101 (a) by sec. 102, 1952 Amendments. 
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handled by any processor Nor shall any restriction or other limitation be 
established or maintained upon the species, type, or grade of livestock killed by 
any slaughterer, nor upon the types of slaughtering operations, including reli- 
gious rituals, employed by any slaughterer; nor shall any requirements or regu- 
lations be established or maintained relating to the allocation or distribution 
of meat or meat products unless, and for the period for which, the Secretary of 
Agriculture shall have determined and certified to the President that the over-all 
supply of meat and meat products is inadequate to meet the civilian or military 
needs therefor: Provided, That nothing in this Act shall be construed to prohibit 
fro from requiring the grading and grade marking of meat and meat 
products.’ 

(6b) When all requirements for the national security, for the stockpiling of 
critical and strategic materials, and for military assistance to any foreign nation 
authorized by any Act of Congress have been met through allocations and priori- 
ties it shall be the policy of the United States to encourage the maximum supply 
of raw materials for the civilian economy, including small business, thus in- 
creasing employment opportunities and minimizing inflationary pressures. No 
agreement shall be entered into by the United States limiting total United 
States consumption of any material unless such agreement authorizes domestic 
users in the United Statés to purchase the quantity of such material allocated 
to other countries participating in the International Materials Conference and 
not used by any such participating country. Nothing contained in this Act shall 
impair the authority of the President under this Act to exercise allocation and 
priorities controls over materials (both domestically produced and imported) 
and facilities through the controlled materials plan or other methods of 
allocation.’ 


SEC. 102. HOARDING AND ACCUMULATING 


In order to prevent hoarding, no person shall accumulate (1) in exeess of the 
reasonable demands of business, personal, or home consumption, or (2) for the 
purpose of resale at prices in excess of prevailing market prices, materials which 
have been designated by the President as scarce materials or materials the supply 
of which would be threatened by such accumulation. The President shall order 
published in the Federal Register, and in such other manner as he may deem 
appropriate, every designation of materials the accumulation of which is unlawful 
and any withdrawal of such designation. [This section shall not be construed 
to limit the authority contained in section 101 of this Act.] Jn making such 
designations the President may prescribe such conditions with respect to the 
accumulation of materials in excess of the reasonable demands of business, per- 
sonal, or home consumption as he deems necessary to carry out the objectives 
of this Act. This section shall not be construed to limit the authority contained 
in sections 101 and 704 of this Act. 


SEC, 103. WILLFUL VIOLATION 


Any person who willfully performs any act prohibited, or willfully fails to 
perform any act required, by the provisions of this title or any rule, regulation, 
or order thereunder, shall, upon conviction, be fined not more than $10,000 or 
imprisoned for not more than one year, or both. 


SEC. 104. IMPORT CONTROLS 


[/mport controls of fats and owls (including oil-bearing materials, fatty acids, 
and soap and soap powder, but excluding petroleum and petroleum products 
and coconuts and coconut products), peanuts, butter, cheese and other dairy 
products, and rice and rice products are neecssary for the protection of the 
essential security interests and economy of the United States in the existing 
emergency in international relations, and no imports of any such commodity 
or product shall be admitted to the United States until after June 30, 1952, which 
the Secretary of Agriculture determines would (a) impair or reduce the domestic 
production of any such commodity or product below present production levels, 


5 Added by sec. 101 (a), 1951 Amendments. 

® Added by sec. 101, 1952 Amendments. 

7 Added by sec. 102, 1952 Amendments. 

® Changed by sec. 101 (b), 1951 Amendments. 
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or below such higher levels as the Secretary of Agriculture may deem necessary 
in view of domestic and international conditions, or (b) interfere with the 
orderly domestic storing and marketing of any such commodity or. product, or 
(c) result in any unnecessary burden or expenditures under any Government 
price support program. The President shall exercise the authority and powers 
conferred in this section] 


Import controls of fats and oils (including oil-bearing materials, fatty acids, 
and soap and soap powder, but exciuding petroleum and petroleum products 
and coconuts and co-enut products), peanuts, butter, cheese and other dairy 
products, and rice and rice products are necessary for the protection of the 
essential security interests and economy of the United States in the existing 
emergency in international relations, and imports into the United States of any 
such commodity or product, by types or varieties, shall be limited to such quan- 
tities as the Secretary of Agriculture finds would not (a) imnair or reduce the 
domestic production of any such commodity or product below present production 
levels, or below such higher levels as the Secretary of Agriculture may deem 
necessary in view of domestic and international conditions, or (b) interfere with 
the orderly domestic storing and marketing of any such commodity or product, 
or (c) result in any unnecessary burden or expenditures under any Government 
price support program: Provided, however, That the Secretary of Agriculture 
after establishing import limitations, may permit additional imports of each 
type and variety of the commodities specified in the section, not to exceed 15 
per centum of the import limitation with respect to each tyne and variety which 
he may deem necessary, taking into consideration the broad effects unon inter- 
national relationships and trade. The President shall exercise the authority 
and powers conferred by this section. 


TITLE 11—AUTHORITY TO REQUISITION AND CONDEMN ” 


SEC, 201. REQUISITIONING, CONDEMNING AND RETURNING PROPERTY 


(a) Whenever the President determines (1) that the use of any equipment, 
supplies, or component parts thereof, or materials or facilities necessary for the 
manufacture, servicing, or operation of such equipment, supplies, or component 
parts, is needed for the national defense, (2) that such need is immediate and 
impending and such as will not admit of delay or resort to any other source of 
supply, and (3) that all other means of obtaining the use of such property for 
the defense of the United States upon fair and reasonable terms have been, ex- 
hausted, he is authorized to requisition such property or the use thereof for the 
defense of the United States upon the payment of just compensation for such 
property or the use thereof to be determined as hereinafter provided. The 
President shall promptly determine the amount of the compensation to be paid 
for any property or the use thereof requisitioned pursuant to this title but each 
such determination shall be made as of the time it is requisitioned in accordance 
with the provision for just compensation in the fifth amendment to the Consti- 
tution of the United States. If the person entitled to receive the amount so 
determined by the President as just compensation is unwilling to accept the same 
as full and complete compensation for such property or the use thereof, he shal! 
be paid promptly 75 per centum of such amount and shall be entitled to recover 
from the United States, in an action brought in the Court of Claims or, without 
regard to whether the amount involved exceeds $10,000, in any district court 
of the United States, within three years after the date of the President's award, 
an additional amount which when added to the amount so paid to him, shall be 
just compensation. No real property (other than equipment and facilities, and 
buildings and other structures, to be demolished and used as scrap or second-hand 
materials) shall be acquired under this subsection.” 

(b) Whenever the President deems it necessary in the interest of national! 
defense, he may acquire by purchase, donation, or other means of transfer, 0: 
may cause proceedings to be instituted in any court having jurisdiction of such 
proceedings to acquire by. candemnation, any real property, including facilities. 
temporary use thereof, or other interest therein, together with any personal 
property located thereon or used therewith, that he deems necessary for the 
national defense, such proceedings to be in accordance with the Act of August I. 


® Sec. added by sec. 101 (c), 1951 Amendments ; revised by sec. 103, 1952 Amendments. 
2° “And Condemn’”’ added by sec. 102 (a), 1951 Amendments. 
31 Added by sec. 102 (b) (1), 1951 Amendments. 
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1888 (25 Stat. 357), as amended, or any other applicable Federal statute. Before 
condemnation proceedings are instituted pursuant to this section, an affort shall 
be made to acquire the property involved by negotiation unless, because of 
reasonable doubt as to the identity of the owner or owners, because of the large 
number of persons with whom it would be necessary to negotiate, or for other 
reasons, the effort to acquire by negotiation would involve, in the judgment 
of the President, such delay in acquiring the property as to be contrary to the 
interest of national defense. In any condemnation proceeding instituted pur- 
suant to this section, the court shall not order the party in possession to sur- 
render possession in advance of final judgment unless a declaration of taking 
has been filed, and a deposit of the amount estimated to be just compensation 
has been made, under the first section of the Act of February 26, 1931 (46 Stat. 
1421), providing for such declarations. Unless title is in dispute, the court, 
upon application, shall promptly pay to the owner at least 75 per centum of the 
amount so deposited, but such payment shall be made without prejudice to 
any party to the proceeding. Property acquired under this section may be 
occupied, used, and improved for the purposes of this section prior to ‘the 
approval of title by the Attorney General as required by section 355 of the 
Revised Statutes, as amended.” 

(c) “ Whenever the President determines that any real property acquired 
under this title and retained is no longer needed for the defense of the United 
States, he shall, if the original owner desires the property and pays the fair 
value thereof, return such property to the owner. In the event the President 
and the original owner do not agree as to the fair value of the property, the 
fair value shall be determined by three appraisers, one of whom shall be chosen 
by the President, one by the original owner, and the third by the first two 
appraisers ; the expenses of such determination shall be paid in equal shares by 
the Government and the original owner. 

(d) “ Whenever the need for the national defense of any personal property 
[requisitioned] acquired “ under this title shall terminate, the President may 
dispose of such property on such terms and conditions as he shall deem appro- 
priate, but to the extent feasible and practicable he shall give the former 
owner of any property so disposed of an opportunity to reaequire it (1) at 
its then fair value as determined by the President, or (2) if it is to be disposed 
of (otherwise than at a public sale of which he is given reasonable notice) 
at less than such value, at the highest price any other person is willing to 
pay therefor: Provided, That this opportunity to reacquire need not be given 
in the case of fungibles or items having a fair value of less than $1,000. 


TITLE ITI—EXPANSION OF PRODUCTIVE CAPACITY AND SUPPLY 
SEC. 301 FINANCING TIE EXPANSION 


(a) In order to expedite production and deliveries or services under Govern- 
ment contracts, the President may authorize, subject to such regulations as he 
may prescribe, the Department of the Army, the Department of the Navy, the 
Department of the Air Force, the Department of Commerce, and such other 
agencies of the United States engaged in procurement for the national defense 
as he may designate (hereinafter referred to as “guaranteeing agencies”), 
without regard to provisions of law relating to the making, performance, amend- 
ment, or modification of contracts, to guarantee in whole or in part any public 
or private financing institution (including any Federal Reserve bank), by com- 
mitment to purchase, agreement to share losses, or otherwise, against loss of 
principal or interest on any loan, discount, or advance, or on any commitment in 
connection therewith, which may be made by such financing institution for the 
purpose of financing any contractor, subcontractor, or other person in con- 
nection with the performance, or in connection with or in contemplation of the 
termination, of any contract or other operation deemed by the guaranteeing 
agency to be necessary to expedite production and deliveries or services under 
Government contracts for the procurement of materials or the performance of 
services for the national defense. 

(b) Any Federal agency or any Federal Reserve bank, when designated by the 
President, is hereby authorized to act, on behalf of any guaranteeing agency, as 


12 New subsection (b) added by sec. 102 (b) (2), 1951 Amendments. 

% Formerly (b), redesignated (c) by sec. 102 (b) (4), 1951 Amendments. 
™ Formerly (c), redesignated (d) by sec. 102 (b) (4), 1951 Amendments. 
1% Changed by sec. 102 (b) (3), 1951 Amendments. 
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fiscal agent of the United States in the making of such contracts of guarantee 
and in otherwise carrying out the purposes of this section. All such funds as may 
be necessary to enable any such fiscal agent to carry out any guarantee made 
by it on behalf of any guaranteeing agency shall be supplied and disbursed by or 
under authority from such guaranteeing agency. No such fiscal agent shall 
have any responsibility or accountability except as agent in taking any action 
pursuant to or under authority of the provisions of this section. Bach such fiscal 
agent shall be reimbursed by each guaranteeing agency for all expenses and losses 
incurred by such fiscal agent in acting as agent on behalf of such guaranteeing 
agency, including among such expenses, notwithstanding any other provision 
of law, attorneys’ fees and expenses of litigation. 

(c) All actions and operations of such fiscal agents under authority of or pur- 
suant to this section shall be svbject to the supervision of the President, and to 
such regulations as he may prescribe; and the President is authorized to pre- 
scribe, either specifically or by maximum limits or otherwise, rates of interest, 
guarantee and commitments fees, and other charges which may be made in con- 
nection with loans, discounts, advances, or commitments guaranteed by the guar- 
anteeing agencies through such fiscal agents, and to prescribe regulations gov- 
erning the forms and procedures (which shall be uniform to the extent prac- 
ticable) to be utilized in connection with such guarantees. 

(d) Each guaranteeing agency is hereby authorized to use for the purposes 
of this section any funds which have heretofore been appropriated or allocated 
or which hereafter may be appropriated or allocated to it, or which are or may 
become available to it, for such purposes or for the purpose of meeting the neces- 
sities of the national defense. 


SEC. 302. LOANS TO PRIVATE ENTERPRISE 


To expedite production and deliveries or services to aid in carrying out Gov- 
ernment contracts for the procurement of materials or the performance of 
services for the national defense, the President may make provision for loans 
(including participations in, or guarantees of, loans) to private business enter- 
prises (including research corporations not organized for profit) for the expan- 
sion of capacity, the development of technological processes, or the production of 
essential materials, including the exploration, development, and mining of 
strategic and critical metals and minerals, and manufacture of newsprint.” 
Such loans may be made without regard to the limitations of existing law and 
on such terms and conditions as the President deems necessary, except that finan- 
cial assistance may be extended only to the extent that it is not otherwise avail- 
able on reasonable terms. 


SEC, 303. PURCHASES AND COMMITMENTS TO PURCHASE 


[Sec. 303.% (a) To assist in carrying out the objectives of this Act, the Presi 
dent may make provision (1) for purchases of or commitments to purchase metals, 
minerals, and other raw materials, including liquid fuels, for Government use 
or for resale: and (2) for the encouragement of exploration, development, and 
mining of critical and strategic minerals and metals: Provided, however, That 
purchases for resale under this subsection shall not include agricultural com- 
modities except insofar as such commodities may be purchased for resale for 
industrial uses or stockpiling, and no agricultural commodity shall be sold for 
such purposes at less than the higher of the following: (i) the current market 
price for such commodity, or (ii) the minimum sale price established for agricul- 
tural commodities owned or controlled by the Commodity Credit Corporation as 
provided in section 407 of Public Law 439, Eighty-first Congress. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, as the President deems neces- 
sary, except that purchases or commitments to purchase involving higher than 
eurrently prevailing market prices or anticipated loss on resale shall not be 
made unless it is determined that supply of the materials could not be effectively 
increased at lower prices or on terms more favorable to the Government, or that 
such purchases are necessary to assure the availability to the United States of 
overseas supplies. 


% Added by sec. 104, 1952 Amendments. 
17 Sec. 303 entirely revised by sec. 103 (a), 1951 Amendments. 
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(c) The procurement power granted to the President by this section shall 
include the power to transport and store, and have processed and refined, any 
materials procured under this section. 

(d) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes, or improve- 
ments to plants, factories, and other industrial facilities owned by the United 
States Government, and to install Government-owned equipment in plants, fac- 
tories, and other industrial facilities owned by private persons.] 

(a) To assist in carrying out the objectives of this Act, the President may 
make provision (1) for purchases of or commitments to purchase metals, min- 
erals, and other materials, for Government use or resale; and (2) for the en- 
couragement of exploration, development, and mining of critical and strategic 
minerals and metals: Provided, however, That purchases for resale under this 
subsection shall not include that part of the supply of an agricultural commodity 
which is domestically produced except insofar as such domestically produced 
supply may be purchased for resale for industrial uses or stockpiling, and no 
commodity purchased under this subsection shall be sold at less than the estab- 
lished ceiling price for such commodity (except that minerals and metals shall 
not be sold at less than the established ceiling price, or the current domestic 
market price, whichever is lower), or, if no ceiling price has been established, 
the higher of the following: (i) the current domestic market price for such com- 
modity, or (ii) the minimum sale price established for agricultural commodities 
owned or controlled by the Commodity Credit Corporation as provided in section 
407 of Public Law 439, Highty-first Congress: Provided further, however, That 
no purchase or commitment to purchase any imported agricultural commodity 
shall be made calling for delivery more than one year after the expiration of this 
Act. 

(b) Subject to the limitations in subsection (a), purchases and commitments 
to purchase and sales under such subsection may be made without regard to the 
limitations of existing law, for such quantities, and on such terms and conditions, 
including advance payments, and for such periods, but not extending beyond 
June 30, 1962, as the President deems necessary, except that purchases or com- 
mitments to purchase involving higher than established ceiling prices (or if there 
be no established ceiling prices, currently prevailing market prices) or anticipated 
loss on resale shall not be made unless it is determined that supply of the 
materials could not be effectively increased at lower prices or on terms more 
favorable to the Government, or that such purchases are necessary to assure the 
availability to the United States of overseas supplies. 

(ec) If the President finds— 

(1) that under generally fair and equitable ceiling prices for any raw or non- 
processed material, there will result a decrease in supplies from high-cost sources 
of such material, and that the continuation of such supplies is necessary to carry 
out the objectives of the Act; or 
2) that an increase in cost of transportation is temporary in character and 


threatens to impair maximum production or supply in any arca at stable prices 
of any materials, 


he may make prevision for subsidy payments on any such domestically produced 
material other than an agricultural commodity in such amounts and in such 
manner (including purchases of such material and its resale at a loss without 
regard to the limitations of existing law), and on such terms and conditions, 
as he determines to be necessary to insure that supplies from such high-cost 
sources are continued, or that marimum production or supply in such area at 
stable prices of such materials 1s maintained, as the case may be. 

(d) The procurement power granted to the President by this section shall 
include the power to transport and store and have processed and refined, any 
materials procured under this section. 

(e) When in his judgment it will aid the national defense, the President is 
authorized to install additional equipment, facilities, processes or improvements 
to plants, factories, and other industrial facilities owned by the United States 
Government, and to install government-owned equipment in plants, factories, and 
other industrial facilities owned by private persons. 





SEC, 304. NEW AGENCIES ; AUTHORITY TO BORROW 


(a) For the purposes of sections 302 and 308, the President is hereby author- 
ized to utilize such existing departments, agencies, officials, or corporations of 
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the Government as he may deem appropriate, or to create new agencies (other 
than corporations). 

(b) Any agency created under this section, and any department, agency, official, 
or corporation utilized pursuant to this section is authorized, subject to the 
approval of the President, to borrow from the Treasury of the United States, such 
sums of money as may be necessary to carry out its functions under sections 302 
and 308: [Provided, That the total amount borrowed under the provisions of 
this section by all such borrowers shall not exceed an aggregate of $600,000,000 
outstanding at any one time.] Provided, That the amount borrowed under the 
provisions of this section by all such borrowers shall not exceed an aggregate of 
$2,100,000,000 outstanding at any one time: Provided further, That when any 
contract, agreement, loan, or other transaction heretofore or hereafter entered 
into pursuant to section 302 or 303 imposes contingent liability upon the United 
States, such liability shall be considered for the purposes of sections 3679 and 
3732 of the Revised Statutes, as amended, as an obligation only to the extent 
of the probable ultimate net cost to the United States under such transaction; 
and the President shall submit a report to the Congress not less often than once 
each quarter setting forth the gross amount of each such transaction entered 
into by any agency of the United States Government under this authority and 
the basis for determining the probable ultimate net cost to the United States 
thereunder.” For the purpose of borrowing as authorized by this subsection, 
the borrower may issue to the Secretary of the Treasury its notes, debentures, 
bonds, or other obligations to be redeemable at its option before maturity in 
such manner aS may be stipulated in such obligations. Such obligations shall 
bear interest at a rate determined by the Secretary of the Treasury, taking into 
consideration the current average rate on outstanding marketable obligations 
of the United States as of the last day of the month preceding the issuance of 
the obligations. The Secretary of the Treasury is authorized and directed to 
purchase such obligations and for such purpose the Secretary of the Treasury 
is authorized to use as a public-debt transaction the proceeds from the sale of 
any securities issued under the Second Liberty Bond Act, as amended, and the 
purposes for which securities may be issued under the Second Liberty Bond Act, 
as amended, are extended to include any purchases of obligations hereunder. 

[‘c) In addition to the sums authorized to be borrowed under subsection (b), 
there is hereby authorized to be appropriated to carry out the purposes of sec- 
tions ory? 308, such sums, not in excess of $1,400,000,000, as may be necessary 
therefor. 


TITLE IV—PRICE AND WAGE STABILIZATION 


SEC. 401. CONGRESSIONAL INTENT 


It is the intent of Congress to provide authority necessary to achieve the fol- 
lowing purposes in order to promote the national defense: To prevent inflation 
and preserve the value of the national currency; to assure that defense appro- 
priations are not dissipated by excessive costs and prices; to stabilize the cost 
of living for workers and other consumers and the costs of production for farm- 
ers and businessmen; to eliminate and prevent profiteering, hoarding, manipu- 
lation, speculation, and other disruptive practices resulting from abnormal 
inarket conditions or scarcities; to protect consumers, wage earners, investors, 
and persons with relatively fixed or limited incomes from undue impairment 
of their living standards; to prevent economic disturbances, labor disputes, inter- 
ferences with the effective mobilization of national resources, and impairment 
of national unity and morale; to assist in maintaining a reasonable balance be- 
tween purchasing power and the supply of consumer goods and services; to pro- 
tect the national economy against future loss of needed purchasing power by 
the present dissipation of individual savings; and to prevent a future collapse 
of values. It is the intent of Congress that the authority conferred by this title 
shall be exercised in accordance with the policies set forth in section 2 of this 
Act, and in particular with full consideration and emphasis, so far as prac- 
ticable, on the maintenance and furtherance of the American system of com- 
petitive enterprise, including independent small-business enterprises, the main- 
tenance and furtherance of a sound agricultural industry, the maintenance and 
furtherance of sound working relations, including collective bargaining, and the 


% Changed by sec. 103 (b). 1951 Amendments. 
1° Deleted by sec. 103 (ec), 1951 Amendments. 
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maintenance and furtherance of the American way of life. Whenever the au- 
thority granted by this title is exercised, all agencies of the Government dealing 
with the subject matter of this title, within the limits of their authority and 
jurisdiction, shall cooperate in carrying out these purposes. 


SEC, 402. AUTHORITY TO REGULATE PRICES AND WAGES; EXEMPTIONS; STANDARDS 


(a) In order to carry out the objectives of this title, the President may encour- 
age and promote voluntary action by business, agriculture, labor and consumers. 
In proceeding under this subsection the President may exercise the authority to 
approve voluntary programs and agreements conferred on him under section 708, 
and may utilize the services of persons and agencies as provided in section 710. 

(b) (1) To the extent that the objectives of this title cannot be attained by 
action under subsection (a), the President may issue regulations and orders 
establishing a ceiling or ceilings on the price, rental, commission, margin, rate, 
fee, charge, or allowance paid or received on the sale or delivery, or the purchase 
or receipt, by or to any person, of any material or service, and at the same time 
shall issue regulations and orders stabilizing wages, salaries, and other com- 
pensation in accordance with the provisions of this subsection. 

2) Action under this subsection may be taken either with respect to individual 
materials and services and to individual types of employment, or with respect to 
materials, services, and types of employment generally. A ceiling may be estab- 
lished with respect to an individual material or service only when the President 
finds that (i) the price of the material or service has risen or threatens to rise 
unreasonably above the price prevailing during the period from May 24, 1950 to 
June 24, 1950, (ii) such price increase will materially affect the cost of living or 
the national defense, (iii) the imposition of such ceiling is necessary to effectuate 
the purposes of this Act, (iv) it is practicable and feasible to impose such ceiling. 
and (v) such ceiling will be generally fair and equitable to sellers and buyers of 
such material or service and to sellers and buyers of related or competitive mate- 
rials and services. 

(3) Whenever a ceiling has been imposed with respect to a particular material 
or service, the President shall stabilize wages, salaries, and other compensation 
in the industry or business producing the material or performing the service. 

(4) Whenever ceilings on prices have been established on materials and serv- 
ices comprising a substantial part of all sales at retail and materially affecting 
the cost of living, the President (i) shall impose ceilings on prices and services 
generally, and (ii) shall stabilize wages, salaries, and other compensation 
generally. 

(5) In stabilizing wages under paragraph (3) of this subsection, the President 
shall issue regulations prohibiting increases in wages, salaries, and other com- 
pensation which he deems would require an increase in the price ceiling or impose 
hardships or inequities on sellers operating under the price ceiling. 

(c) So far as practicable, in exercising the authority conferred in this section, 
the President shall ascertain and give due consideration to comparable prices, 
rentals, commissions, margins, rates, fees, charges, and allowances, and to com- 
parable salaries, wages, or other compensation, which he finds to be representa- 
tive of those prevailing during the period from May 24, 1950, to June 24, 1950 
inclusive, or, in case none prevailed during this period or if those prevailing 
during this period were not generally representative because of abnormal or 
seasonal market conditions or other cause, then those prevailing on the nearest 
date on which, in the judgment of the President. they are generally representa- 
tive. .The President shall also give due consideration to the national effort to 
achieve maximum production in furtherance of the objectives of this Act. In 
determining and adjusting ceilings on prices with respect to materials and 
services, he shall give due consideration to such relevant factors as he may 
determine to be of general applicability in respect of such material or service. 
including the following: Speculative fluctuations, general increases or decreases 
in cost of production, distribution, and transportation, and general increases or 
decreases in profits earned by sellers of the material or by persons performing 
the service, subsequent to June 24, 1950. In stabilizing and adjusting wages, 
salaries, or other compensation, the President shall give due consideration to 
such relevant factors as he may determine to be of general applicability in 
respect to such wages, salaries, or other compensation. Any regulation or order 
under this title shall be such as in the judgment of the President will be generally 
fair and equitable and will effectuate the purposes of this title, and shall be 
accompanied by a statement of considerations involved in the issuance of such 
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regulation or order. The President, in establishing and adjusting ceilings with 
respect to materia!s and services, and in stabilizing and adjusting wages, salaries, 
and other compensation, shall make such adjustments as he deems necessary to 
prevent or correct hardships or inequities. 

(d) (1) Regulations and orders issued under this title shall apply regardless 
of any obligation heretofore or hereafter incurred, except as provided in this 
subsection ; but the President shall make appropriate provision to prevent hard- 
ships and inequities to sellers who have bona fide contracts in effect on the date 
of issuance of any such regulation or order for future delivery of materials in 
which seasonal demands or normal business practices require contracts for 
future delivery. 

(2) No wage, salary, or other compensation shall be stabilized at less than that 
paid during the period from May 24, 1950, to June 24, 1950, inclusive. No regu- 
lation or order shall be issued or remain in effect under this title which prohibits 
the payment or receipt of hourly wages at a rate of $1 per hour or less.” No 
action shall be taken under authority of this title with respect to wages, salaries, 
or other compensation which is inconsistent with the provisions of the Fair Labor 
Standards Act of 1938, as amended, or the Labor Management Relations Act, 
1947, or any other law of the United States, or of any State, the District of 
Columbia, or any Territory or possession of the United States. 

(3) No ceiling shall be established or maintained for any agricultural com- 
modity below the highest of the following prices: (i) The parity price for such 
commodity, as determined by the Secretary of Agriculture in accordance with the 
Agricultural Adjustment Act of 1938, as amended, and adjusted by the Secretary 
of Agriculture for grade, location, and seasonal differentials, or (ii) the highest 
price received by producers during the period from May 24, 1950, to June 24, 
1950, inclusive, as determined by the Secretary of Agriculture and adjusted by 
the Secretary of Agriculture for grade, location, and seasonal differentials, or 
(iii) in the case of any commodity for which the market was not active during 
the period May 24 to June 24, 1950, the average price received by producers during 
the most recent representative period prior to May 24, 1950, in whicir the market 
for such commodity was active as determined and adjusted by the Secretary of 
Agriculture to a level in line with the level of prices received by producers for 
agricultural commodities generally during the period May 24 to June 24, 1950, and 
adjusted by the Secretary for grade, location, and seasonal differentials, or 
(iv) in the case of fire-cured tobacco a price (as determined by the Secretary of 
Agriculture and adjusted for grade differentials) equal to 75 per centum of the 
parity price of Burley tobacco of the corresponding crop, and in the ease of dark 
air-cured tobacco and Virginia sun-cured tobacco, respectively, a price (as deter- 
mined by the Secretary of Agriculture and adjusted for grade differentials) equal 
to 6624 per centum of the parity price of Burley tobacco of the corresponding crop. 
No ceilings shall be established or maintained hereunder for any commodity 
processed or manufactured in whole or substantial part from any agricultural 
commodity below a price which will reflect to producers of such agricultural com- 
modity a price for such agricultural commodity equal to the highest price therefor 
specified in this subsection: Provided, That in establishing and maintaining ceil- 
ings on products resulting from the processing of agricultural commodities, 
including livestock, a generally fair and equitable margin shall be allowed for 
such processing ; and equitable treatment shall be accorded to all such processors.” 
Whenever a ceiling has been established under this title with respect to any agri- 
cultural commodity, or any commodity processed or manufactured in whole or in 
substantial part therefrom, the President from time to time shall adjust such 
ceiling in order to make appropriate allowances for substantial reduction in mer- 
chantable crop yields, unusual increases in costs of production, and other factors 
which result from hazards occurring in connection with the production and mar- 
keting of such agricultural commodity; and in establishing the ceiling (1) for 
any agricultural commodity for which the 1950 marketing.season commenced 
prior to the enactment of this Act and for which different areas have different 
periods of marketing during such season or (2) for any agricultural commodity 
produced for the same general use as a commodity described in (1), the President 
shall give due consideration to affording equitable treatment to all producers of 
the commodity for which the ceiling is being established. No ceiling shall be 
established or maintained for any agricultural commodity below 90 per centum 


2 Added by sec. 105, 1952 Amendments. 
™ Added by sec. 104 (a), 1951 Amendments. 
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of the price received (by grade) by producers on May 19, 1951, as determined by 
the Secretary of Agriculture” [Nothing contained in this Act shall be construed 
to modify, repeal, supersede, or affect the provisions of the Agricultural Market- 
ing Agreement Act of 1937, as amended, or to invalidate any marketing .agree- 
ment, license, or order, or any provision thereof or amendment thereto, heretofore 
or hereafter made or issued under the provisions of such Act.]* Nothing con- 
tained in this Act shall be construed to modify, repeal, supersede, or affect the 
provisions of either (1) the Agricultural Act of 1949, except that under any price 
support program announced while this title is in effect the level of support to 
cooperators shall be 90 per centum of the parity price, or such higher level as 
may be established under section 402 of that Act, for any crop of any basic agri- 
cultural commodity with respect to which producers have not disapproved 
marketing quotas," or (2) the Agricultural Marketing Agreement Act of 1937, as 
amended, or to invalidate any marketing agreement, license, or order, or any pro- 
vision thereof or amendment thereto, heretofore or hereafter made or issued under 
the provisions of the Agricultural Marketing Agreement Act of 1937, as amended. 
Ceiling prices to producers for milk used for distribution as fluid milk in any 
marketing area not under a marketing agreement, license, or order issued under 
the Agricultural Marketing Agreement Act of 1937, as amended, shall not be less 
than (1) parity prices for such milk, or (2) prices which in such marketing areas 
will bear the same ratio to the average farm price of milk sold wholesale in the 
United States as the prices for such fluid milk in such marketing areas bore to 
such average farm price during the base period, as determined by the Secretary 
of Agriculture, whichever is higher: Provided, however, That whenever the 
Secretary of Agriculture finds that the prices so fixed are not reasonable in view 
of the price of feeds, the available supplies of feeds, and other economic condi- 
tions which affect market supply and demand for milk and its products in any 
such marketing area, he shall fix such prices as he finds will reflect such factors, 
insure a suflicient quantity of pure and wholesome milk, and be in the public 
interest, which prices when so determined shall be used as the ceiling prices to 
producers for fluid milk in such marketing areas. No ceiling prices to producers 
for milk or butterfat used for manufacturing dairy products shall be issued until 


sonable in view of the price of feeds, the available supplies of feeds, and other 
economic conditions which affect the supply and demand for dairy products, and 
will insure a sufficient quantity of dairy products and be in the public interest. 
The prices so determined shall be adjusted by him for use, grade, quality, loca- 
tion, and season of the year.” No ceiling prices for products resulting from the 
processing of agricultural commodities, including livestock, milk, and other dairy 
products, shall be established or maintained in any agricultural marketing area 
at levels which deny to any processor of such products the cost adjustments 
provided in paragraph (4) of this subsection and which deny to any distributor 
or seller of such products the customary margin or charge provided in subsec- 
tion (k) of this section. Where a State regulatory body is authorized to establish 
minimum and/or maximum prices for sales of fluid milk, ceiling prices estab- 
lished for such sales under this title shall (1) not be less than the minimum 
prices, or (2) be equal to the maximum prices, established by such regulatory 
body, as the case may be: And provided further, That in the case of prices of 
milk established by any State regulatory body, with respect to which prices, 
parties may be deemed to contract, no ceiling price may be maintained under 
this title which is less than the price so established.. No ceiling shall be estab- 
lished or maintained under this title for fruits or vegetables in fresh or 
processed form.” 

(4) After the enactment of this paragraph no ceiling price on any material 
(other than an agricultural commodity) or on any service shall become effective 
which is below the lower of (A) the price prevailing just before the date of 
issuance of the regulation or order establishing such ceiling price, or (B) the 
price prevailing during the period January 25, 1951, to February 24, 1951, inclu- 
sive. Nothing in this paragraph shall prohibit the establishment or maintenance 
of a ceiling price with respect to any material (other than an agricultural com- 
modity) or service which (1) is based upon the highest price between January 


= Added by sec. 104 (b), 1951 Amendments. 
% Sentence revised by sec. 104 (c), 1951 Amendments. 
* Added by sec. 106 (a), 1952 Amendments. 
*® Added by sec. 104 (d), 1951 Amendments. 
* Added by sec. 106 (b), 1952 Amendments. 
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1, 1950, and June 24, 1950, inclusive, if such ceiling price reflects adjustments for 
increases or decreases in costs occurring subsequent to the date on which such 
highest price was received and prior to July 26, 1951, or (2) is established under 
a regulation issued prior to the enactment of this paragraph. Upon application 
and @ proper showing of his prices and costs by any person subject to a ceiliny 
price, the President shall adjust such ceiling price in the manner prescribed in 
clause (1) of the preceding sentence. For the purposes of this paragraph. the 
term “costs” includes material, indirect and direct labor, factory, selling, adver- 
tising, office, and all other production, distribution, transportation and adminis- 
tration costs, except such as the President may determine to be unreasonable and 
excessive.” The provisions of this paragraph shall not apply in the case of a 
seller of a material at retail or wholesale within the meaning of subsection (k) 
of this section.” 

(5) For the purpose of determining the applicable ceiling price under the gen- 
eral ceiling price regulation issued January 26, 1951, as amended, any sale of 
fertilizer to the ultimate user by a person who acquired it for resale shall be 
considered a retail sale.” 

(e) The authority conferred by this title shall not be exercised with respect 
to the following: 

(i) Prices or rentals for real property ; 

(ii) [Rates or fees charged for professional services ;] Rates or fees charged 
for professional services; wages, salaries, and other compensation paid to physi- 
cians employed in a professional capacity by licensed hospitals, clinics and like 
medical institutions for the care of the sick or disabled ; wages, salaries and other 
compensation paid to atterneys licensed to practice law employed in a profes- 
sional capacity by an attorney or firm of attorneys engaged in the practice of 
his or their profession: wages, salaries, and other compensation paid to pro- 
fessional engineers employed in a professional capacity; wages, salaries, and 
other compensation paid to professional architects employed in a professional 
capacity by an architect or firm of architects engaged in the practice of his or 
their profession; and wages, salaries, and other compensation paid to certified 
public accountants licensed to practice as such employed in a professional 
capacity by a certified public accountant or firm of certified nublic accountants 
engaged in the practice of his or their profession.” 

(iii) Prices or rentals for (a) materials furnished for publication by any press 
association or feature service, or (b) books, magazines, motion pictures, period- 
icals, or newspapers, other than as waste or scrap; or rates charged by any per- 
son in the business of operating or publishing a newspaper, periodical, or maga- 
zine, or operating a radio-broadcasting or television station, a motion-picture or 
other theater enterprise, or outdoor advertising facilities ; 

(iv) Rates charged by any person in the business of selling or underwriting 
insurance > 

{(v) Rates charged by any common carrier or other public utility: Proridcd, 
That no common carrier or other public utility shall at any time after the 
President shall have issued any stabilization regulations and orders under sub- 
section (b) make any increase in its charges for property or services sold by 
it for resale to the public, for which application is filed after the date of is- 
sugnce of such stabilization regulations and orders, before the Federal, State 
or Municipal authority having jurisdiction to consider such increase, unless it 
first gives 30 days’ notice to the President, or such agency as he may designate, 
and consents to the timely intervention by such agency before the Federal, State 
or Municipal authority having jurisdiction to consider such increase :] 


(v) (1) Rates and charges by any common carrier or other public utility, in- 
cluding rates charged by any person subject to the Shipping Act, 1916 (Public 
Law 260, Sixty-fourth Congress), as amended, and including compensation for 
the use by others of a common carrier's cars or other transportation equipment, 
charges for the use of washroom and toilet facilities in terminals and stations, 
and charges for repairing cars or other transportation equipment owned by 
others; charges for the use of parking facilities onerated by common carriers in 
connection with their common carrier operations: and (2) charges paid bu com- 
mon carriers for the performance of a part of their transportation services to 
the public, including the use of cars or ether transportation equipment owned 


2T Added by sec. 104 (e). 1951 Amendments. 
78 Added by sec. 107, 1952 Amendments. 

= Added by sec. 108, 1952 Amendments. 

%*% Changed by sec. 104 (f). 1951 Amendments. 
31 Added by sec. 109 (a), 1952 Amendments. 
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by a person other than a common carrier, protective service against heat or cold 
to property transported or to be transporied, and pickup and delivery and local 
transfer services; Provided, That no common carrier or other public utility shall 
at any time after the President shall have issued any stabilization regulations 
and orders under subsection (b) make any increase in its charges for property 
or services sold by it for resale to the poe. og for which application is filed after 
the date of issuance of such stabilization regulations and orders, before the 
Federal, State, or municipal authority, if any, having jurisdiction to consider 
such increase, unless it first gives thirty days’ notice to the President, or such 
agency as he may designate, and consents to timely intervention by such agency 
before the Federal, State, or municipal authority, if any, having jurisdiction to 
consider such increase: And provided further, That the Office of Price Stabiliza- 
tion shali not intervene in any case involving increases in rates or charges pro- 
posed by any common carrier or other public utility except as provided in the 
preceding proviso; ™ 

(vi) Margin requirements on any commodity exchange. 

(vii) Prices charged and wages paid for services performed by barbers and 
beauticians.” 

(viii) Rates, fees, and charges for materials or services supplied directly by 
the States, Territories, and possessions of the United States, and their political 
subdivisions and municipalities, the District of Columba, and any agency of any 
of the foregoing.” 

(ix) Wages, salaries, or other compensation of persons employed in smail- 
business enterprises as defined in this paragraph: Provided, however, That the 
President may from time to time exclude from this exemntion such enterprises 
on the basis of industries, types of business, occupations, or areas, if their 
exemption would be unstabilizing with respect to wages, salaries, or other 
compensation, prices, or manpower, or would otherwise be contrary to the pur- 
poses of this Act. A small-business enterprise, for the purpose of this para- 
graph, is any enterprise in which a total of eight or less persons are employed 
in ali its establishments, branches, units, or affiliates. This paragraph shall 
become effective thirty days after its enactment.” 

(x) Prices charged and wages paid by bowling alleys." 

(xi) Wages paid for agricultural labor." 

(f) The President, in or by any regulation or order, may provide exemptions 
for any materials or services, or transactions therein, or types of employment, 
with respect to which he finds that (1) such exemption is necessary to promote 
the national defense; or (2) it is unnecessary that ceilings be applicable to such 
materials or services, or transactions therein, or that compensation for such 
types of employment be stabilized, in order to effectuate the purposes of this title. 

(g) The powers granted in this title shall not be used or made to operate to 
compel changes in the business practices, cost practices or methods, or means or 
aids to distribution, established in any industry, except where such action is 
affirmatively found by the President to be necessary to prevent circumvention 
or evasion of any regulation, order, or requirement under this title. 

(h) Nothing in this title shall be construed (1) as authorizing the elimination 
or any restriction of the use of trade and brand names; (2) as authorizing the 
President to require the grade labeling of any materials; (3) as authorizing the 
President to standardize any materials or services, unless the President shall 
determine, with respect to such standardization, that no practicable alternative 
exists for securing effective price control with respect to such materials or serv- 
ices; or (4) as authorizing any order of the President establishing price ceilings 
for different kinds, classes, or types;of material or service, which are described in 
terms of specifications or standards, unless such specifications or standards were, 
prior to such order, in general use in the trade or industry affected, or have pre- 
viously been promulgated and their use lawfully required by another Government 
agency. 

(i) No rule, regulation, or order issued under this title shall require any seller 
of materials at retail to limit his sales with reference to any highest price line 
offered for sale by him at any prior time. 

(j) Where the sale or delivery of a material or service makes the person sell- 
ing or delivering it liable for a State or local gross receipts tar or gross income 


* Entirely revised by sec. 109 (b), 1952 Ainendments. 
% Added by sec. 104 (g), 1951 Amendments. 
4 Added by sec. 109 (c), 1952 Amendments. 
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tar, he may receive for the material or service involved, in addition to the ceiling 
price, (1) an amount equal to the amount of all such State and local taves for 
which the transaction makes him liable, or (2) one cent, whichever is greater. 
For the purposes of the preceding sentence, the mount of tax liability shall be 
computed on shipping units at the ceiling price, and a fractional part of a cent 
in the amount of tax liability shall be disregarded unless it amounts to one-half 
cent or more, in which ease it shall be increased to one cent.” 

(k) [No rule, regulation, order or amendment thereto shall hereafter be issued 
under this title, which shall deny to sellers of materials at retail or wholesale 
their customary percentage margins over costs of the materials during the period 
May 24, 1950, to June 24, 1950, or on such other nearest representative date 
determined under section 402 (ce), as shown by their records during such period, 
except as to any one specific item of a line of material sold by such sellers which 
is in short supply as evidenced by specific government action to encourage pro- 
duction of the item in question.] No rule, regulation, order, or amendment 
thereto shall be issued or remain in effect under this title, which shall deny 
sellers of materials at retail or wholesale their customary nercentage margins 
over costs of the materials or their customary charges during the period May 24, 
1950, to June 24, 1950, or on such other nearest representative date determined 
under section £02 (c), as shown by their records during such period, except as 
to any one specific item of a line of material sold by such sellets which is in 
short supply as evidenced by specific government action to encourage produc- 
tion of the item in question: Provided, however, That if the antitrust laws of 
any State have been construed to prohibit adherence by sellers of materials at 
wholesale or retail to uniform suggested retail resale prices, the President shall 
issue regulations giving full consideration to the customary percentage margins 
of such sellers during the period hereinbefore set forth.” No such exception 
shall reduce such customary margins of sellers at retail or wholesale beyond the 
amount found by the President, in writing; to be generally equitable and propor- 
tionate in relation to the general reductions in the customary margins of all 
other classes of persons concerned in the production and distribution of the ex- 
cepted item of material. 

Prior to making any finding that a specific item of material shall be 80 ex- 
cepted, or as to the amount of the reductions in customary margins to be im- 
posed upon retail and wholesale sellers of such item, the President shall consult 
with representatives of the affected retail and wholesale sellers concerning the 
basis for and the amount of the exception which is proposed with respect to any 
such item. 

For purposes of this section a person is a “seller of a material at retail or 
wholesale’ to the extent that such person purchases and resells an item of ma- 
terial without substantially altering its form; or to the extent that such person 
sells to ultimate consumers except (1) to government and institutional consumers 
end (2) to consumers who purchase for consumption in the course of trade or 
business.” 

(1) No rule, regulation, order, or amendment thereto issued under this title 
shali fix a ceiling on the price paid or received on the sale or delivery of any 
material in any State below the minimum sales price of such material fixed by 
the State law (other than any so-called ‘fair trade law’) now in effect, or by 
regulation issued nuruant to such law.” 

(m) No rule, regulation, order, or amendment thereto shall be issued or 
maintained under this title, which shall deny to any hotel supply house or com- 
bination distributor, affiliated with any slaughterer or slaughtering establish- 
ment, or to any wholesaler so affiliated but whose affiliation does not amount to 
an interest or equity of more than 50 per centum, the same ceiling price or 
prices for meat accorded to hotel supply houses, combination distributors, or 
wholesalers which are not so affiliated.” 

(n) Notwithstanding any other provision of this Act, whenever price ceilings 
are declared in effect on any agricultural commodity at the farm level, the 
Director of Price Stabilization must at the same time put into effect margin 
controls on processors, wholesalers, and retailers, such margin controls to allow 
the processors, wholesalers, and retailers the normal mark-ups as provided under 


% Added by sec. 104 (h), 1951 Amendments. 

% Sentence revised by sec. 110, 1952 Amendments. 

7 Subsection (k) added by sec. 104 (h), 1951 Amendments, 
a5 Added by sec. 111, 1952 Amendments. 

® Added by sec. 111, 1952 Amendments. 
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this Act, except that under no circumstances are the sellers to be allowed 
greater than their normal margins of profit.” 


SEC. 403. SEPARATE CONTROLS AGENCY 


(a) At such time as the President determines that it is necessary to impose 
price and wage controls generally over a substantial portion of the national 
economy, he shall administer such controls, and rationing at the retail level 
of consumer goods for household and personal use under authority of Title I of 
this Act (when and to the extent that he exercises such authority), through a 
new independent agency created for such purpose[.]: Provided, however, That 
the President shall administer any controls over the wages or salaries of em- 
ployees subject to the provisions of the Railway Labor Act, as amended, through 
« separate board or panel having jurisdiction only over such employees.“ Such 
agency may utilize the services, information, and facilities of other agencies and 
departments of the Government, but such agency shall not delegate enforcement 
of any of the controls to be administered by it under this section to any other 
agency or department. 

(6) (1D) There is hereby created, in the present Economic Stabilization Agency, 
or any successor agency, a Wage Stabilization Board (hereinafter in this sub- 
section referred to as the ‘Board’), which shall be composed, in equal numbers, 
of members representative of the general public, members representative of 
labor, and members representative of business and industry. The number of 
offices on the Board shall be established by Executive order. 

(2) The members of the Board shall be appointed by the President, by and 
with the advice and consent of the Senate. The President shall designate a 
Chairman and Vice Chairman of the Board from among the members representa- 
tive of the general public. 

(3) The term of office of the members of the Board shall terminate on May 1, 
1953. Any member appointed to fill a vacancy occurring prior to the expiration 
of the term for which his predecessor was appointed shall be appointed for the 
remainder of such term. 

(4) Each member representative of the general public shall receive compen- 
sation at the rate of $15,000 a year, and while a member of the Board shall 
engage in no other business, vocation, or employment. Each member repre- 
sentative of labor, and each member representative of business and industry, 
shall receive $50 for each day he is actually engaged in the performance of his 
duties as a member of the Board, and in addition he shall be paid his actual and 
necessary travel and subsistence expenses in accordance with the Travel Expense 
Act of 1949 while so engaged away from his home or regular place of business. 
The members representative of labor, and the members representative of busi- 
ness and industry, shall, in respect of their functions on the Board, be 
from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of the United 
States Code and section 190 of the Revised Statutes (5 U.S.C. 99). 

(5) The Board shall, under the supervision and direction of the Economic Sta- 
bilization Administrator— 

(A) formulate, and recommend to such Administrator for promulgation, 
general policies and general regulations relating to the stabilization of 
wages, salaries, and other compensation; and 

(B) upon the request of (i) any person substantially affected thereby, or 
(ii) any Federal department or agency whose functions, as provided by law, 
may be affected thereby or may have an effect thereon, advise as to the 
interpretation, or the application to particular circumstances, of policies and 
regulations promulgated by such Administrator which relate to the stabiliza- 
tion of wages, salaries, and other compensation. 

For the purpeses of this Act, stabilization of wages, salaries, and other com- 
pensation means prescribing maximum limits thereon. Except as provided in 
ciause (B) of this paragraph, the Board shall have no jurisdiction with respect 
to any labor dispute or with respect to any issue involved therein. Labor dis- 
putes, and labor matters in dispute, which do not involve the interpretation or 
application of such regulations or policies shall be dealt with, if at all, insofar 
as the Federal Government is concerned, under the conciliation, mediation, 


emergency, or other provisions of laws heretofore or hereafter enacted by the 
Congress. 


Added by sec. 111, 1952 Amendments. 
* Originally sec. 403; redesignated subsection 403 (a) by sec. 112, 1952 Amendments 
“ Proviso added by sec, 105 (a), 1951 Amendments. 
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(6) Paragraph (5) of this subsection shall take effect phirtndage after the date 
on which this subsection is enacted. The Wage Stabilization Board created by 
Executive Order Numbered 10161, and reconstituted by Executive Order Num- 
bered 10233, as amended by Executive Order Numbered 10301, is hereby abol- 
ished, effective at the close of the twenty-ninth day following the date on which 
this subsection is enacted. After June 27, 1952, the present Wage Stabilization 
Board shall issue no regulation or order except with respect to individual cases 
pending before the Board prior to such date.” 

(c) Notwithstanding any other provision of this section, the stabilization of 
the salaries and other compensation of persons (not represented in their rela- 
tionships or eligible to be so represented with their employer by duly certified 
or recognized labor organizations) employed as outside salesmen or in bona fide 
executive, administrative, or professional capacities, as such terms are defined 
in the regulations issued in pursuance of section 13 (a) (1) of the Fair Labor 
Standards Act of 1938, as amended, or as supervisors, as defined by the Labor 
Management Relations Act, 1947, as amended, shall be administered by the 
Salary Stabilization Board and the Office of Salary Stabilization as presentiy 
established within the Economic Stabilization Agency, or any successor agency, 
subject to the supervision and direction of the Economic Stabilization 
Administrator.” 

(d) It shall be the express duty, obligation, and function of the nresent Eco- 
nomic Stabilization Agency, or any successor agency, to coordinate the relation- 
ship between prices and wages, and to stabilize prices and wages.” 


SEC. 404. CONSULTATION WITH COMMITTEES 


In carrying out the provisions of this title, the President shall, so far as prac- 
ticable, advise and consult with, and establish and utilize committees of, repre- 
sentatives of persons substantially affected by regulations or orders issued 
hereunder. 

SEC. 405. VIOLATIONS 


(a) It shall be unlawful, regardless of any obligation heretofore or hereafter 
entered into, for any person to sell or deliver, or in the regular course of business 
or trade to buy or receive, any material or service, or otherwise to do or omit to 
do any act, in violation of this title or of any regulation, order, or requirement 
issued thereunder, or to offer, solicit, attempt or agree to do any of the foregoing. 
The President shall also prescribe the extent to which any payment made, either 
in money or property, by any person in violation of any such regulation, order, 
or requirement shall be disregarded by the executive departments and other gov- 
ernmental agencies in determining the costs or expenses of any such person for 
the purposes of any other law or regulation, including bases in determining gain 
for tax purposes.“ 

(b) No employer shall pay, and no employee shall receive, any wage, salary, 
or other compensation in contravention of any regulation or order promulgated 
by the President under this title. The President shall also prescribe the extent 
to which any wage, salary, or compensation payment made in contravention of 
any such regulation or order shall be disregarded by the executive departments 
and other governmental agencies in determining the costs or expenses of any 
employer for the purposes of any other law or regulation. 


SEC, 406. COMPULSORY SALES OR SERVICES 


Nothing in this title shall be construed to require any person to sell any mate- 
rial or service, or to perform personal services. 


SEC. 407. PROTESTS 


(a) At any time within six months after the effective date of any regulation 
or order [relating to price controls under this title] relating to price controls 
under this title or rent controls under the Housing and Rent Act of 1947, as 
amended or, in the case of new grounds arising after the effective date of any 
such regulation or order [relating to price controls], within six months after 
such new grounds arise, any person subject to any provision of such regulation 


48 Subsections (b), (c), and (d) added by sec. 112, 1952 Amendments. 
43 Subsections (b). (c), and (d) added by sec. 112; 1952 Amendments. 
4 Added by sec. 104 (i), 1951 Amendments. 
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or order may, in accordance with regulations to be prescribed by the President, 
file a protest specifically setting forth objections to any such provision and 
affidavits or other written evidence in support of such objections. Statements 
in support of any such regulation or order may be received and incorporated 
in the transcript of the proceedings at such times and in accordance with such 
regulations as may be prescribed by the President. Within a reasonable time 
after the filing of any protest under this section, but in no event more than thirty 
days after such filing, the President shall either grant or deny such protest in 
whole or in part, notice such protest for hearing, or provide an opportunity to 
present further evidence in connection therewith. In the event that the Presi- 
dent denies any such protect in whole or in part, he shall inform the protestant 
of the grounds upon which such decision is based, and of any economic data 
and other facts of which the President has taken official notice.* 

(b) In the administration of this title and the Housing and Rent Act of 1947, 
as amended, the President may take official notice of economic data and other 
facts, including facts found by him as a result of action taken under section 705 
of this Act[.], or section 206 of the Housing and Rent Act of 1947, as amended, 
as the case may be.” 

(c) Any proceedings under this section may be limited by the President to 
the filing of affidavits, or other written evidence, and the filing of briefs: Pro- 
vided, however, That upon the request of the protestant, any protest filed in 
accordance with subsection (a) of this section shall, before denial in whole or 
in part, be considered by a board of review consisting of one or more officers or 
employees of the United States designated by the President in accordance with 
regulations to be promulgated by him. Such regulations shall provide that the 
board of review may conduct hearings and hold sessions in the District of 
Columbia or any other place, as a board, or by subcommittees thereof, and shall 
provide that, upon the request of the protestants and upon a showing that 
material facts would be adduced thereby, subpenas shall issue to procure the 
evidence of persons, or the production of documents, or both. The President 
shall cause to be presented to the board such evidence, including economic data, 
in the form of affidavits or otherwise, as he deems appropriate in support of 
the provision against which the protest is filed. The protestant shall be accorded 
an opportunity to present rebuttal evidence in writing and oral argument before 
the board and the board shall make written recommendations to the President. 
The protestant shall be informed of the recommendations of the board and, in 
the event that the President rejects such recommendations in whole or in part, 
shall be informed of the reasons for such rejection. 

(d) Any protest filed under this section shall be granted or denied by the 
President, or granted in part and the remainder of it denied within a reasonable 
time after it is filed. Any protestant who is aggrieved by undue delay on the 
part of the President in disposing of his protest may petition the Emergency 
Court of Appeals for relief; and such court shall have jurisdiction by appro- 
priate order to require the President to dispose of such protest within such time 
as may be fixed by the court. If the President does not act finally within the time 
fixed by the court, the protest shall be deemed to be denied at the expiration of 
that period. 


SEC. 408. COURT RELIEF 


{(a) Any person who is aggrieved by the denial or partial denial of his protest 
may, Within thirty days after such denial, file a complaint with the Emergency 
Court of Appeals specifying his objections and praying that the regulation or 
order protested be enjoined or set aside in whole or in part. A copy of such 
complaint shall forthwith be served on the President, who shall certify and file 
with such court a transcript of such portions of the proceedings in connection 
with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
other facts of which the President has taken official notice. Upon the filing of 
such complaint the court shall have exclusive jurisdiction to set aside such regu- 
lation or order, in whole or in part, to dismiss the complaint, or to remand the 
proceeding : Provided, That the regulation or order may be modified or rescinded 
by the President at any time notwithstanding the pendency of such complaint. 
No objection to such regulation or order, and no evidence in support of any 
objection thereto, shall be considered by the court, unless such objection shall 


* Deletions and addition made by sec. 113 fa) (1), 1952 Amendments. 


# Amended by sec. 113 (a), (2), 1952 Amen 
24564—52——-21 
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have been set forth by the complainant in the protest or such evidence shall be 
contained in the transcript. If application is made to the court by either party 
for leave to introduce additional evidence which was either offered to the Presi- 
dent and not admitted, or which could not reasonably have been offered to the 
President or included by the President in such proceedings, and the court deter- 
mines that such evidence should be admitted, the court shall order the evidence 
to be presented to the President. The President shall promptly receive the same, 
and such other evidence as he deems necessary or proper, and thereupon he shal! 
certify and file with the court a transcript thereof and any modification made in 
the regulation or order as a result thereof; except that on request by the 
President, any such evidence shall be presented directly to the court. 

(b) No such regulation or order shall be enjoined or set aside, in whole or in 
part, unless the complainant establishes to the satisfaction of the court that the 
regulation or order is not in accordance with law, or is arbitrary or capricious. 
The effectiveness of a judgment of the court enjoining or setting aside, in whole 
or in part, any such regulation or order shall be postponed until the expiration of 
thirty days from the entry thereof, except that if a petition for a writ of cer- 
tiorari is filed with the Supreme Court under subsection (d) within such thirty 
days, the effectiveness of such judgment shall be postponed until an order of the 
Supreme Court denying such petition becomes final, or until other final dispo- 
sition of the case by the Supreme Court. 

(c) The Emergency Court of Appeals is hereby continued for the purpose of the 
exercise of the jurisdiction granted by this title, with the powers herein speci- 
fied, together with the powers heretofore granted by law to such court which are 
not inconsistent with the provisions of this title. The court shall have the 
powers of a district court with respect to the jurisdiction conferred on it by this 
title; except that the court sball not have power to issue any temporary restrain- 
ing order or interlocutory decree staying or restraining, in whole or in part, the 
effectiveness of any regulation or order relating to price controls issued under 
this title. The court shall exercise its powers and prescribe rules governing its 
procedure in such manner as to expedite the determination of cases of which it 
has jurisdiction under this title. 

(d) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner as 
a judgment of a United States court of appeals as provided in section 1254 of 
title 28, United States Code. The Supreme Court shall advance on the docket 
and expedite the disposition of all causes filed therein pursuant to this subsec- 
tion. The Emergency Court of Appeals, and the Supreme Court upon review of 
judgments and orders of the Emergency Court of Appeals, shall have exclusive 
jurisdiction to determine the validity of any regulation or order relating to price 
controls issued under this title, and of any provision of any such regulation or 
order. Except as provided in this section, no court, Federal, State, or Terri- 
torial, shall have jurisdiction or power to consider the validity of any such reg- 
ulation or order relating to price controls, or to stay, restrain, enjoin, or set 
aside, in whole or in part, any provision of this title authorizing the issuance of 
such regulations or orders, or any provision of any such regulation or order, or 
to restrain or enjoin the enforcement of any such provision. 

(e) (1) Within thirty days after arraignment, or such additional time as 
the court may allow for good cause shown, in any criminal proceeding, and 
within five days after judgment in any civil or criminal proceeding, brought 
pursuant to section 409 or 706 of this Act or section 371 of title 18, United 
States Code, involving alleged violation of any provision of any regulation 
or order relating to price controls issued under this title, the defendant may 
apply to the court in which the proceeding is pending for leave to file in the 
Kmergency Court of Appeals a complaint against the President setting forth 
objections to the validity of any provision which the defendant is alleged to 
have violated or conspired to violate. The court in which the proceeding is 
pending shall grant such leave with respect to any objection which it finds 
is made in good faith and with respect to which it finds there is reasonable and 
substantial excuse for the defendant’s failure to present such objection in a 
protest filed in accordance with section 407 of this title. Upon the filing of a 
complaint pursuant to and within thirty days from the granting of such leave, 
the Emergency Court of Appeals shall have jurisdiction to enjoin or set aside 
in whole or in part the provision of the regulation or order complained of or 
to dismiss the complaint. The court may authorize the introduction of evidence, 
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either to the President or directly to the court, in accordance with subsection 
(a) of this section. The provisions of subsection (b), (c), and (da) of this 
section shall be applicable with respect to any proceeding instituted in accordance 
with this subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act 
or section 371 of title 18, United States Code, involving an alleged violation 
of any provision of any such regulation or order, the court shall stay the 
proceeding 

(i) during the period within which a complaint may be filed in the Emergency 
Court of Appeals pursuant to leave granted under paragraph (1) of this sub- 
section with respect to such provision ; 

(ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act or section 371 of title 18, United States Code, 
setting forth objections to the validity of such provision which the court finds to 
have been made in good faith; and 

(iii) during the pendency of any judicial proceeding instituted by the de- 
fendant under this section with respect to such protest or instituted by the 
defendant under paragraph (1) of this subsection with respect to such pro- 
vision, and until the expiration of the time allowed in this section for the taking 
of further proceedings with respect thereto. 


Notwithstanding the provisions of this paragraph, stays shall be granted there- 
under in civil proceedings only after judgment and upon application made 
within five days after judgment. Notwithstanding the provisions of this para- 
graph, in the case of a proceeding under section 409 (a) or 706 (a) of this 
Act the court granting a stay under this paragraph shall issue a temporary 
injunction or restraining order enjoining or restraining, during the period of 
the stay, violations by the defendant of any provision of the regulation or order 
involved in the proceeding. If any provision of a regulation or order is de- 
termined to be invalid by judgment of the Emergency Court of Appeals which 
has become effective in accordance with section 408 (b) of this title, any 
proceeding pending in any court shall be dismissed, and any judgment in such 
proceeding vacated, to the extent that such proceeding or judgment is based 
upon violation of such provision. Except as provided in this subsection, the 
pendency of any protest under section 407 of this title, or judicial proceeding 
under this section, shall not be grounds for staying any proceeding brought 
pursuant to section 409 or 706 of this Act or section 371 of title 18, United States 
Code; nor, except as provided in this subsection, shall any retroactive effect 
be given to any judgment setting aside a provision of a regulation or order 
issued under this title] 

(a) Any person who is aggrieved by the denial or partial denial of his protest 
may, within thirty days after such denial, file a complaint with the Emergency 
Court of Appeals specifying his objections and praying that the regulation or 
order protested be enjoined or set aside in whole or in part. A copy of such 
complaint shall forthwith be served on the President, who shall certify and file 
with such court a transcript of such portions of the proceedings in connection 
with the protest as are material under the complaint. Such transcript shall 
include a statement setting forth, so far as practicable, the economic data and 
other facts of which the President has taken official notice. Upon such filing, 
the court shall have exclusive jurisdiction of the proceeding and of all questions 
determined therein, and shall have power to grant such temporary relief or re- 
straining order as it deems just and proper; to permanently enjoin or set aside, 
in whole or in part, the regulation or order or the amendment of or supplement 
to the regulation or order protested; to make and enter upon the pleadings, evi- 
dence, testimony, and proceedings set forth in such transcript a decree enforcing, 
modifying, and enforcing as so modified, or setting aside in whole or in part the 
order of the President; to dismiss the petition; or to remand the proceeding to 
the Preident for further action in accordance with the court’s decree: Provided, 
That the regulation or order may be modified or rescinded by the President at 
any time notwithstanding the pendency of such complaint. No objection to such 
regulation or order, and no evidence in support of any objection thereto, shall be 
considered by the court, unless such objection shall have been set forth by the 
complainant in the protest or such evidence shall be contained in the transcript. 
The findings of the President with respect to oes of fact, if supported by 
substantial evidence on the record considered as a whole, shall be conclusive. 
If application is made to the court by either party for leave to introduce addi- 
tional evidence which was either offered to the President and not admitted, or 
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which could not reasonably have been offered to the President or included by 
the President in such proceedings, and the court determines that such evidence 
should be admitted, the court shall order the evidence to be presented to the 
President. The President shall promptly receive the same, and such other evi- 
dence as he deems necessary or proper, and thereupon he shall certify and file 
with the court a transcript thereof and any modification made in the regulation 
or order as a result thereof; except that on request by the President, any such 
evidence shall be presented directly to the court. 

(6) The Emergency Court of Appeals is hereby continued for the purpose of 
the exercise of the jurisdiction granted by this title, with the powers herein 
specified, together with the powers heretofore granted by law to such court 
which are not inconsistent with the provisions of this title. The court shall 
have the powers of a district court with respect to the jurisdiction conferred on 
it by this title. So far as necessary to decision the court shall decide all relevant 
questions of law, interpret constitutional and statutory provisions, interpret the 
meaning or applicability of the terms of any official action under this title or 
under this Act, as amended, of which this title is a part and with respect to this 
title, or under the Housing and Rent Act of 1947, as amended. The court shail 
exercise its powers and prescribe rules governing its procedure in such manner 
- > expedite the determiantion of cases of which it has jurisdiction under this 

itle. - 

(c) Within thirty days after entry of a judgment or order, interlocutory or 
final, by the Emergency Court of Appeals, a petition for a writ of certiorari may 
be filed in the Supreme Court of the United States, and thereupon the judgment 
or order shall be subject to review by the Supreme Court in the same manner 
as a judgment of a United States court of appeals as provided in section 1254 
of title 28, United States Code. The Supreme Court shall advance on the docket 
and expedite the disposition of all causes filed therein nursuant to this sub- 
section. The Emergency Court of Appeals, and the Supreme Court unon review 
of judgments and orders of the Emergency Court of Appeals, shall have exclu- 
sive jurisdiction to determine the validity of any such regulation or order issued 
under this title, or under the Housing and Rent Act of 1947, as amended. 
Except as provided in this section, no court, Federal, State, or Territorial, shall 
have jurisdiction or power to consider the validity of any such regulation or 
order, or to stay, restrain, enjoin, or set aside, in whole or in part, any provision 
of this title, or the Housing and Rent Act of 1947, as amended, authorizing the 
issuance of such regulations or orders, or any provision of any such regulation 
or order, or to restrain or enjoin the enforcement of any such provision. 

(d) (1) Within thirty days after arraignment, or such additional time as the 
court may allow for good cause shown, in any criminal proceeding, and within 
five days after judgment in any civil or criminal proceeding, brought pursuant 
to section £09 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amended, or section 371 of title 18, United States Code, involving 
alleged violation of any provision of any such regulation or order, the defendant 
may apply to the court in which the proceeding is pending for leave to file in the 
Emergency Court of Appeals a complaint against the President setting forth 
objections to the validity of any provision which the defendant is alleged to have 
violated or conspired to violate. The court in which the proceeding is pending 
shall grant such leave with respect to any objection which it finds is made in 
good faith and with respect to which it finds there is reasonable and substantial 
excuse for the defendant’s failure to present such objection in a protest filed 
in accordance with section 407 of this title. Upon the filing of a complaint pur- 
suant to and within thirty days from the granting of such leave, the Emergency 
Court of Appeals shall have jurisdiction to enjoin or set aside in whole or in part 
the provision of the regulation or order complained of or to dismiss the com- 
plaint. The court may authorize the introduction of evidence, either to the 
President or directly to the court, in accordance with subsection (a) of this 
section. The provisions of subsections (b) and (c) of this section shall be 
applicable with respect to any proceeding instituted in accordance with this 
subsection. 

(2) In any proceeding brought pursuant to section 409 or 706 of this Act, sec- 
tion 205 or 206 of the Housing and Rent Act of 1947, as amended, or section 371 
of title 18, United States Code, involving an alleged violation of any provision of 
any such regulation or order, the court shali stay the proceeding— 

(i) during the period within which a complaint may be filed in the Emer- 
gency Court of Appeals pursuant to leave granted under paragraph (1) of 
this subsection with respect to such provision; 
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(ii) during the pendency of any protest properly filed by the defendant 
under section 407 of this title prior to the institution of the proceeding under 
section 409 or 706 of this Act, section 205 or 206 of the Housing and Rent Act 
of 1947, as amended, or section 371 of title 18, United States Code, setting forth 
objections to the validity of such provision which the court finds to have 
been made in good faith; and 

(iii) during the pendency of any judicial proceeding instituted by the 
defendant under this section with respect to such protest or instituted by 
the defendant under paragraph (1) of this subsection with respect to such 
provision, and until the expiration of the time allowed in this section for the 
taking of further proceedings with respect thereto. 

Notwithstanding the provisions of this paragraph, stays shall be granted there- 
under in civil proceedings only after judgment and upon application made 
within five days after judgment. Notwithstanding the provisions of this para- 
graph, in the case of a proceeding under section 409 (a) or 706 (a) of the Act or 
section 206 (6) of the Housing and Rent Act of 1947, as amended, the court grant- 
ing a stay under this paragraph shall issue a temporary injunction or restraining 
order enjoining or restraining, during the period of the stay, violations by the 
defendant of any provision of the regulation or order involved in the proceeding. 
If any provision of a regulation or order is determined to be invalid by judgment 
of the Emergency Court of Appeals which has become effective in accordance with 
section 408 (6) of this title, any proceeding pending in any court shall be dis- 
missed, and any judgment in such proceeding vacated, to the extent that such 
proceeding or judgment is based upon violation of such provision. Except as 
provided in this subsection, the pendency of any protest under section 407 of this 
title, or judicial proceeding under this section, shall not be grounds for staying 
any proceeding brought pursuant to section 409 or 706 of this Act, section 205 or 
206 of the Housing and Rent Act of 1947, as amended, or section 371 of title 18, 
United States Code; nor, except as provided in this subsection, shall any retro- 
active effect be given to any judgment setting aside a provision of a regulation 
or order issued under this title“ 


SEC, 409. INJUNCTION, IMPRISON MENT AND ACTION FOR DAMAGES 


[(a) Whenever in the judgment of the President any person has engaged or 
is about to engage in any acts or practices which constitute or will constitute 
a Violation of any provision of section 405 of this title, he may make application 
to the appropriate court for an order enjoining such acts or practices, or for an 
order enforcing compliance with such provision, and upon a showing by the 
President that such person has engaged or is about to engage in any such acts 
or practices a permanent or temporary injunction, restraining order, or other 
order shall be granted without bond.] 

(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of section 405 of this title, he may make application to 
any district court of the United States or any United States court of any Terri- 
tory or other place subject to the jurisdiction of the United States for an order 
enjoining such acts or practices, or for an order enforcing compliance with such 
provision, and upon a showing by the President that such person has engaged or 
is about to engage in any such acts or practices a permanent or temporary in- 
junction, restraining order, or other order, with or without such injunction or 
restraining order, shall be granted without bond.” 

(b) Any person who willfully viclates any provision of section 405 of this title 
shall be guilty of a misdemeanor and shall, upon conviction thereof, be subject 
to a fine of not more than $10,000, or to imprisonment for not more than one 
year, or both. Whenever the President has reason to believe that any person 
is liable to punishment under this subsection, he may certify the facts to the 
Attorney General, who may, in his discretion, cause appropriate proceedings to 
be brought. 

(c) If any person selling any material or service violates a regulation or order 
prescribing a ceiling or ceilings, the person who buys such material or service 
for use or consumption other than in the course of trade or business may, within 
one year from the date of the occurrence of the violation, except as hereinafter 
provided, bring an action against the seller on account of the overcharge. In 
any action under this subsection, the seller shall be liable for reasonable attor- 


4 Sec. 408 entirely revised by 113 (b), 1952 Amendments. 
* Revised by sec. 104 (j), 1951 Amendments. 
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ney's fees and costs as determined by the court, plus whichever of the following 
sums is greater: (1) such amount not more than three times the amount of the 
overcharge, or the overcharges, upon which the action is based as the court in 
its discretion may determine, [but in no event shall such amount exceed the 
amount of the overcharge, or the overcharges, plus $10,000,]” or (2) an amount 
not less than $25 nor more than $50 as the court in its discretion may determine : 
Provided, however, That such amount shall be the amount of the overcharge or 
overcharges if the defendant proves that the violation of the regulation or order 
in question was neither willful nor the result of failure to take practicable pre- 
cautions against the occurrence of the violation. For the purposes of this section 
the word “overcharge” shall mean the amount by which the consideration ex- 
ceeds the applicable ceiling. If any person selling any material or service 
violates a regulation or order prescribing a ceiling or ceilings and the buyer 
either fails to institute an action under this subsection within thirty days from 
the date of the occurrence of the violation or is not entitled for any reason to 
bring the action, the President may institute such action on behalf of the United 
States within such one-year period, or compromise with the seller the liability 
which might be assessed against the seller in such an action. If such action is 
instituted, or such liability is compromised by the President, the buyer shall 
thereafter be barred from bringing an action for the same violation or violations. 
Any action under this subsection by either the buyer or the President, as the 
case may be, may be brought in any court of competent jurisdiction. A judg- 
ment in an action for damages, or a compromise, under this subsection shall be 
a bar to the recovery under this subsection of any damages in any other action 
against the same seller on account of sales made to the same purchaser prior to 
the institutien of the action in which such judgment was rendered, or prior to 
such compromise. The President may not institute any action under this sub- 
section on behalf of the United States— 

(1) if the violation arose because the person selling the material or service 
acted upon and in accordance with the written advice and instructions of the 
President or any official authorized to act for him; 

(2) if the violation arose out of the sale of any material or service to any 
agency of the Government, and such sale was made pursuant to the lowest bid 
made in response to an invitation for competitive bids. 

(d) The President shall also prescribe the extent to which any payment 
made by way of fine pursuant to subsection (b) of this section 409, or any pay- 
ment made to the United States or to any buyer in compromise or satisfaction 
of any liability or of any right of action, suit, or judgment, authorized pursuant 
to subsection (c) of this section 409 for selling any material or service, in viola- 
tion of a regulation or order providing a ceiling or ceilings, shall be disregarded 
by the executive departments and other governmental agencies in determinating 
the costs or expenses of any such person for the purposes of any other law or 
regulation.” 

(e) The term “court of competent jurisdiction” as used in this section shall 
mean any Federal court of competent jurisdiction regardless of the amount in 
controversy and any State or Territorial court of competent jurisdiction.” 


SEC, 410. GOVERNMENT PURCHASE OF CHICKENS AND TURKEYS 


Each contract providing for the purchase of processed chickens or turkeys by 
any department or agency of the United States from any contractor, entered into 
at any time when ceiling prices are in effect under this Act for whichever of 
such fowl is covered by such contract, shall contain the following provision 
(with such change as may be necessary to describe the fowl covered by the 
contract) : 

“The contractor represents that the contract price is based upon an estimated 
price paid to the producers for live chickens or live turkeys to be processed 
hereunder. In the event and to the extent that the actual price paid to the pro- 
ducers of live chickens or live turkeys purchased for the performance of this 
contract is less than such estimated price, the contract. price shall be reduced by 
the same number of cents or fraction thereof, per pound,” 


* Deleted by sec. 104 (k), 1951 Amendments. 
© Added by sec. 104 (1), 1951 Amendments. 
et Added by sec. 104 (1), 1951 Amendments. 
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SEC. 411. SUSPENSION OF REPORTING © 


In the administration of this title, no person shall be required to furnish any 
reports or other information with respect to sales of materials or services at 


prices which are below ceiling, if such person certifies to the President that such 
sales were made at such prices. 


SEC. 412. SUSPENSION OF CONTROLS © 


It is hereby declared to be the policy of the Congress that the President shall 
use the price, wage, and other powers conferred by this Act, as amended, to 
promote the earliest practicable balance between production and the demand 
therefor of materials and services, and that the general control of wages and 
prices shall be terminated as rapidly as possible consistent with the policies and 
purposes set forth in this Act; ad that pending such termination, in order to 
avoid burdensome and unnecessary reporting and record keeping which retard 
rather than assist in the achievement of the purposes of this Act, price or wage 
regulations and orders, or both, shall be suspended in the case of any material 
or service or type of employment where such factors as condition of supply, 
existence of below ceiling prices, historical volatility of prices, wage pressures 
and wage relationships, or relative importance in relation to business costs or 
living costs will permit, and to the extent that such action will be ‘consistent 
with the avoidance of a cumulative and dangerous unstabilizing effect. It is 
further the policy of the Congress that when the President finds that the termi- 
nation of the suspension and the restoration of ceilings on the sales or charges 
for such material or service, or the further stabilization of such wages, salaries, 
and other compensation, or both, is necessary in order to effectuate the purposes 
of this Act, he shall by reguiation or order terminate the suspension. 


TITLE V.—SETTLEMENT OF LABOR DISPUTES 


SEC, 501. SETTLEMENT OF LABOR DISPUTES 


It is the intent of Congress, in order to provide for effective price and wage 
stabilization pursuant to title IV of this Act and to maintain uninterrupted pro- 


duction, that there be effective procedures for the settlement of labor disputes 
affecting national defense. 


SEC. 502. POLICY 


The national policy shall be to place primary reliance upon the parties to any 
labor dispute to make every effort through negotiation and collective bargaining 
and the full use of mediation and conciliation facilities to effect a settlement in 
the national interest. To this end, the President is authorized (1) to initiate 
voluntary conferences between management, labor, and such persons as the Presi- 
dent may designate to represent government and the public, and (2) subject to 
the provisions of section 503, to take such action as may be agreed upon in any 
such conference and appropriate to carry out the provisisions of this title. The 
President may designate such persons or agencies as he may deem appropriate 
to carry out the provisions of this title[.]: Provided, however, That in any dis- 
pute between employees and carriers subject to the Railway Labor Act, as 
amended, the procedures of such Act shall be followed for the purpose of bringing 
about a settlement of such dispute. Any agency provided for by such Act, includ- 
ing any panel or panel board establ‘shed by the President for the adjustment of 
disputes arising under the Railway Labor Act, as a prerequisite to effecting or 
recommending a settlement of such dispute, shall make a specific finding and 
certification that the changes proposed by such settlement or recommended settle- 
ment, are consistent with such standards as may then be in effect, established by 
or pursuant to law, for the purpose of controlling inflationary tendencies: Pro- 
vided further, That in any nondisputed wage or salary adjustments proposed as a 
result of voluntary agreement through collective bargaining, mediation, or other- 
wise, the same finding and certification of consistency with existing stabilization 
policy shall be made by the separate panel, chairman thereof, or boards as estab- 
lished and authorized by the President. Where such finding and certification are 
made by such agency, panel, chairman thereof, or boards, they shall after approval 


52 Sec. 411 added by sec. 114, 1952 Amendments. 
8 Sec. 412 added by sec. 114, 1952 Amendments. 
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by the Economic Stabilization Administrator be conclusive and it shall then be 
lawful for the employees and carriers, by agreement, to put into effect the changes 
proposed by the settlement, recommended settlement, or voluntary proposal with 
respect to which such findings and certification were made." 


SEC. 503. PREVAILING PRACTICES AND LAWS 


In any such conference, due regard shall be given to terms and conditions of 
employment established by prevailing collective bargaining practice which will 
be fair to labor and management alike, and will be consistent with stabilization 
policies established under this Act. [No action inconsistent with the provisions 
of the Fair Labor Standards Act of 1938, as amended, other Federal labor stand- 
ards statutes, the Labor Management Relations Act, 1947, or with other applicable 
laws shall be taken under this title.] No action inconsistent with the provisions 
of the Fair Labor Standards Act of 1938, as amended, other Federal labor stand- 
ards statutes, the Labor Management Relations Act, 1947, the Railway Labor Act, 
as amended, or with other applicable laws shall be taken under this title.” 

It is the sense of the Congess that, by reason of the work stoppage now exist- 
ing in the steel industry, the national safety is imperiled, and the Congress 
therefore requests the President to invoke immeditaely the national emergency 
provisions (sections 206 to 210, inclusive) of the Labor-Management Relations 
Act, 1947, for the purpose of terminating such work stoppage.” 


TITLE VI—CONTROL OF [CONSUMER AND]"™ REAL ESTATE 
CREDIT 


THIS TITLE AUTHORIZES THD REGULATION OF [CONSUMER CREDIT 
AND] * REAL ESTATE CONSTRUCTION CREDIT ONLY 


[sec. 601. STANDARDS] 


[To assist in carrying out the objectives of this Act, the Board of Governors 
of the Federal Reserve System is authorized, notwithstanding the provisions of 
Public Law 386, Hightieth Congress (61 Stat. 921), to exercise consumer credit 
controls in accordance with and to carry out the provisions of Executive Order 
Numbered 8843 (August 9, 1941) until such time as the President determines that 
the exercise of such controls is no longer necessary, but in no event beyond the 
date on which this section terminates. 

In the ewvercise of its authority under this section, the Board shall not (1) 
require a down payment of more than one-third or fir a maximum maturity of 
less than eighteen months in connection with instalment credit extended for the 
purchase of a new or used automobile, or (2) require a down payment of more 
than 15 per centum or fix a maximum maturity of less than eighteen months in 
connection with instalment credit extended for the purchase of any household 
appliance (including phonographs and radios and television sets), or (8) re- 
quire a down payment of more than 15 per centum or fix a mavimum maturity 
of less than eighteen months in connection with instalment credit extended for 
the purchase of household furniture and floor coverings (the down payments re- 
quired by the Board in the exercise of its authority under paragraphs (1), (2), 
and (3) may be made in cash, or by trade-in or exchange of property, or by «a 
combination of cash and trade-in or exchange of property), or (4) require a 
down payment of more than 10 per centum or fix a maximum maturity of less 
than thirty-six months in connection with instalment credit extended for residen- 
tial repairs, alterations, or improvements or require any down payment on roof- 
ing or siding repairs, alterations or improvements in advance of completion 
thereof.j™ 


% Proviso added by sec. 105 (b), 1951 Amendments. 
55 Sentence revised by sec. 105 (c), 1952 Amendments. 
* Sentence added by sec. 115, 1952 Amendments. 

%? Deleted by sec. 116 (a), 1952 Amendments. 

°% Deleted by sec. 116 (a), 1952 Amendments. 


* Second paragraph added by sec. 106 (a), 1951 Amendments. Entire section repealed 
by sec. 116 (a), 1952 Amendments, —. 
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SEC. 602. REAL ESTATE CONSTRUCTION CREDIT 


(a) To assist in carrying out the purposes of this Act, the President is author- 
ized from time to time to prescribe regulations with respect to such kind or 
kinds of rea] estate construction credit which thereafter may be extended as, in 
his judgment, it is necessary to regulate in order to prevent or reduce excessive 
or untimely use of or fluctuations in such credit. Such regulations may, among 
other things, prescribe maximum loan or credit values, minimum down pay- 
ments in cash or property, trade-in or exchange values, maximum maturities, 
maximum amounts of credit, rules regarding the amount, form, and time of 
various payments, rules against any credit in specified circumstances, rules 
regarding consolidations, renewals, revisions, transfers, or assignments of 
credit, and rules regarding other similar or related matters. Such regulations 
may classify persons and transactions and may apply different requirements 
thereto, and may include such administrative provisions as in the judgment of 
thé’ President are reasonably necessary in order to effectuate the purposes of 
this section or to prevent evasions thereof. 

In prescribing and suspending such regulations, including changes from time 
to time to take account of changing conditions, the President shall consider, 
among other factors, (1) the level and trend of real estate construction credit 
and the various kinds thereof, (2) the effect of the use of such credit upon 
(i) purchasing power and (ii) demand for real property and improvements 
thereon and for other goods and services, (3) the need in the national economy 
for the maintenance of sound credit conditions, and (4) the needs for increased 
defense production. 

(b) Nod person shall extend or maintain any real estate construction credit, 
or renew, revise, ‘consolidate, refinance, purchase, sell, discount, or lend or bor- 
row on, any obligation arising out of any such credit, or arrange for any of the 
foregoing, in contravention: of:any regulation prescribed by the President pur- 
suant to this section. Any person who extends or maintains any such credit, 
or renews, revises, consolidates, refinances, purchases, sells, discounts, or lends 
or borrows on, any obligation arising out of any such credit, or arranges for any 
of the foregoing, shall make, keep, and preserve for such periods, such accounts, 
correspondence, memoranda, papers, books, and other records, and make such 
reports, under oath or otherwise, as the President may by regulation require 
as necessary or appropriate in order to effectuate the purposes of this section; 
and such accounts, correspondence, memoranda, papers, books, and other records 
shall be subject at any time to such reasonable periodic, special, or other ex- 
aminations’ by examiners or other represenatives of the President as the 
President may deem necessary or appropriate. The requirements of this sec- 
tion apply whether a person is acting as principal, agent, broker, vendor, or 
otherwise. 

(c) To assist in carrying out the purposes of this section, the President by 
regulation may require transactions or persons or classes thereof subject to this 
section to be registered; and, after notice and opportunity for hearing, the Presi- 
dent by order may suspend any such registration for violation of this section or 
any regulation prescribed by the President pursuant to this section. The pro- 
visions of section 25 of the Securities Exchange Act of 1934, as amended, shal) 
apply in the case of any such order of the President in the same manner that 
such provisions apply in the case of orders of the Securities and Exchange Com- 
mission under that Act. In carrying out this section the President may act 
through and may utilize the services of the Board of Governors of the Federal 
Reserve System, the Federal Reserve banks, and any other agencies, Federal or 
State, which are available and appropriate. 

(d) For the purposes of this section, unless the context otherwise requires, the 
following terms shall have the following meanings, but the President may in his 
regulations further define such terms and, in addition, may define technical, 
trade, accounting, and other terms, insofar as any such definitions are not in- 
consistent with the provisions of this section: 

(1) “Real estate construction credit” means any credit which (i) is wholly or 
partly secured by, (ii) is for the purpose of purchasing or carrying, (iii) is for 
the purpose of financing, or (iv) involves a right to acquire or use, new construc- 
tion on real property or real property on which there is new construction. As used 
in this paragraph the term “new construction” means any structure, or any 
major addition or major improvement to a structure, which has not been begun 
before 12 o’clock meridian, August 3, 1950.. As used in this paragraph the term 
“real property” includes leasehold and other interests therein. Notwithstanding 

24564—52———-22 
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the foregoing provisions of this paragraph, the term “real estate construction 
credit” shall not include any loan or loans made, insured, or guaranteed by any 
department, independent establishment or agency in the executive branch of: the 
United States, or by any wholly owned Government corporation, or by any mixed- 
ownership Government corporation as defined in the Government Corporation 
Control Act, as amended. 

(2) “Credit” means any loan, mortgage, deed of trust, advance, or discount ; 
any conditional sale contract; any contract to sell or sale or contract of sale, 
of property or services, either for present or future delivery, under which part 
or all of the price is payable subsequent to the making of such sale or contract ; 
any rental-purchase contract, or any contract for the bailment, leasing, or other 
use of property under which the bailee, lessee, or user has the option of becoming 
the owner thereof, obligates himself to pay as compensation a sum substantially 
equivalent to or in excess of the value thereof, or has the right to have all or 
part of the payments required by such contract applied to the purchase price 
of such property or similar property ; any option, demand, lien, pledge, or similar 
claim against, or for the delivery of property or money; any purchase, discount, 
or other acquisition of, or any credit under the security of, any obligation or 
claim arising out of any of the foregoing; and any transaction or series of trans- 
actions having a similar purpose or effect. 


SEC, 603. WILLFUL VIOLATION 


[Any person who willfully violates any provision of section 601 or 602 or any 
regulation or order issued thereunder, upon conviction thereof, shall be fined 
not more than $5,000 or imprisoned not more than one year, or both.] 

Any person who willfully violates any provision of section 601, 602, or 605 or 
any regulation or order issued thereunder, upon conviction thereof, shall be fined 
not more than $5,000 or imprisoned not more than one year, or both.” 


SEC. 604. SECURITIES EXCHANGE ACT OF 1934 


All the present provisions of sections 21 and 27 of the Securities Exchange Act 
of 1934, as amended (relating to investigations, injunctions, jurisdictions, and 
other matters), shall be as fully applicable with respect to the exercise by the 
board of Governors of the Federal Reserve System of credit controls under 
section 601 as they are now applicable with respect to the exercise by the 
Securities and Exchange Commission of its functions under that Act, and the 
Foard shall have the same powers in the exercise of such credit controls as the 
Commission now has under the said sections 21 and 27. 


SEC. 605. MODIFICATION OF REAL ESTATE CREDIT CONDITIONS ; VETERANS’ PREFERENCES 


To assist in carrying out the objectives of this Act the President may at any 
time or times, notwithstanding any other provision of law, reduce, for such period 
as he shall specify, the maximum authorized principal amounts, ratios of loan to 
value or cost, or maximum maturities of any type or types of loans on real estate 
which thereafter may be made, insured, or guaranteed by any department, inde- 
pendent establishment, or agency in the executive branch of the United States 
Government, or by any wholly owned Government corporation or by any mixed- 
ownership Government corporation as defined in the Government Corporation 
Control Act, as amended, or reduce or suspend any such authorized loan program, 
upon a determination, after taking into consideration the effect thereof upon 
conditions in the building industry and upon the national economy and the needs 
for increased defense production, that such action is necessary in the public 
interest: Provided, That in the exercise of these powers, the President shall 
preserve the relative credit preferences accorded to veterans under existing law. 
Subject to the provision of this section with respect to preserving the relative 
credit preferences accorded to veterans under existing law, the President may 
require lenders or borrowers and their successors and assigns to comply with 
reasonable conditions and requirements, in addition to those provided by other 
laws, in connection with any loan of a type which has been the subject of action 
by the President under this section. Such conditions and requirements may vary 
for classifications of persons or transactions as the President may prescribe, and 
failure to comply therewith shall constitute a violation of this section.” 


© Revised by sec. 106 (b), 1951 Amendments. 
* Added by sec. 106 (c), 1951 Amendments. 
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SEC. 606. DOWN PAYMENT REQUIREMENTS ON VETERANS’ HOMES * 


Not more than 10 per centum down payment shall be required pursuant to 
section 602 or section 605 of this Act in connection with the loan on any home 
not made or guaranteed by the Veterans’ Administration and the transaction 
price of which home does not exceed $7,000; nor more than 15 per centum in con- 
nection with any such loan on any home the transaction price of which exceeds 
$7,000 but does not exceed $10,000; nor more than 20 per centum in connection 
with any such loan on any home the transaction price of which exceeds $10,000 
but does not exceed $12,000. The term of any loan referred to in the preceding 


sentence or in the last proviso of section 605 shall not be required to be less than 
twenty-five years. 


SEO. 607. RELAXATION OF CREDIT CONTROLS “ 


Notwithstanding the provisions of sections 602 and 605 of this title, the author- 
ity of the President which is derived from said sections to impose credit regula- 
tions relative to residential property shall not be exercised with respect to 
extensions of credit made during any “period of residential credit control relax- 
ation”, as that term is herein defined, in such manner as to impose any down 
payment requirement in excess of 5 per centum of the transaction price. The 
President shall cause to be made estimates of the number of permanent, non- 
farm, family dwelling units, the construction of which has been started during 
each calendar month and, on the basis of such estimates, he shall cause to. be 
made estimates of the annual rate of construction starts during each such month, 
after making reasonable allowance for seasonal variations in the rate of con- 
struction. If for any three consecutive months the annual rate of construction 
starts so found for each of the three months falls to a level below an annual 
rate of 1,200,000 starts per year, the President shall cause to be published in the 
Federal Register an announcement of the beginning of a “period of residential 
credit control relaxation”, which period shall begin not later than the first day 
of the second calendar month following such three consecutive months. Each 
such relaxation period may be terminated by the President at any time after 
the annual rate of construction starts thereafter estimated for each of any three 
consecutive months exceeds the level referred to in the preceding sentence, 


TITLE VII—GENERAL PROVISIONS 


SEC, 701. ENCOURAGEMENT OF SMALL-BUSINESS ENTERPRISES 


(a) It is the sense of the Congress that small-business enterprises be encour- 
aged to make the greatest possible contribution toward achieving the objectives 
of this Act. 

(b) In order to carry out this policy— 

(i) the President shall provide small-business enterprises with full infor- 
mation concerning the provisions of this Act relating to, or of benefit to, such 
enterprises and concerning the activities of the various departments and 
agencies under this Act: 

(ii) such business advisory committees shall be appointed as shall be 
appropriate for purposes of consultation in the formulation of rules, regula- 
tions, or orders, or amendments thereto issued under authority of this Act, 
and in their formation there shall be fair representation for independent 
small, for medium, and for Jarge business enterprises, for different geograph- 
ical areas, for trade association members and nonmembers, and for different 
segments of the industry ; 

(iii) in administering this Act, such exemptions shall be provided for 
small-business enterprises as may be feasible without impeding the accom- 
plishment of the objectives of this Act; and 

(iv) in administering this Act, special provision shall be made for the 
expeditious handling of all requests, applications, or appeals from small- 
business enterprises. 

(c) Whenever the President invokes the power given him in this Act to allo- 
cate, or approve agreements allocating, any material, to an extent which the 
President finds will result in a significant dislocation of the normal distribution 


* Sec. 606 added by Defense Housing and Community Facilities and Services Act of 
1951, Act of Sept. 1, 1951, c. 378, sec. 602 (b), 65 Stat. 293. 
* Sec. 607 added by sec. 116 (b), 1952 Amendments. 
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in the civilian market, he shall do so in such a manner as to make available, 
so far as practicable, for business and various segments thereof in the normal 
ehannel of distribution of such material, a fair share of the available civilian 
supply based, so far as practicable, on the share received by such business under 
normal conditions during a representative period preceding June 24, 1950 [and 
having due regard to the needs of new businesses.] and having due regard to 
the current competitive position of established business: Provided, That the 
limitations and restrictions imposed on the production of specific items shall 
not exclude new concerns from a fair and reasonable share of total authorized 
production.“ 


SEC. 702. DEFINITIONS 


As used in this Act— 

(a) The word “person” includes an individual, corporation, partnership, 
association, or any other organized group of persons, or legal successor or repre- 
sentative of the foregoing, and includes the United States or any agency thereof, 
or any other government, or any of its political subdivisions, or any agency of any 
of the foregoing: Provided, That no punishment provided by this Act shall apply 
to the United States, or to any such government, political subdivision, or govern- 
ment agency. 

(b) The word “materials” shall include raw materials, articles, commodities, 
products, supplies, components, technical information, and processes. 

(c) The word “facilities” shall not include farms, churches or other places 
of worship, or private dwelling houses. 

(d) The term “national defense” means the operations and activities of the 
armed forces, the Atomic Energy Commission, or any other Government depart- 
ment or agency directly or indirectly and substantially concerned with the na- 
tional defense, or operations or activities in connection with the Mutual Defense 
Assistance Act of 1949, as amended. 

(e) The words “wages, salaries, and other compensation” shall include all 
forms of remuneration to employees by their employers for personal services, 
including, but not limited to, vacation and holiday payments, night shift and 
other bonuses, incentive payments, year-end bonuses, employer contributions to 
or payments of insurance or welfare benefits, employer contributions to a pension 
fund or annuity, payments in kind, and premium overtime payments. 


SEC. 703, DELEGATIONS; NEW AGENCIES 


(a) Except as otherwise specifically provided, the President may delegate 
any power or authority conferred upon him by this Act to any officer or agency 
of the Government, including any new agency or agencies (and the President is 
hereby authorized to create such new agencies, other than corporate agencies, as 
he deems necessary), and he may authorize such redelegations by that officer 
or agency as the President may deem appropriate. [The President is authorized 
to appoint heads and assistant heads of any such new agencies, and other offi- 
cials therein of comparable status, and to fix their compensation, without regard 
to the Classification Act of 1949, as amended, at rates comparable to the com- 
pensation paid to the heads and assistants heads of independent agencies of 
the Government.] The President is authorized.to appoint heads and assistant 
heads of any such new agencies, and other officials therein of comparable status, 
and to fix their compensation, without regard to the Classification Act of 1949, 
as amended, the head of one such agency to be paid at a rate comparable to the 
compensation paid to the heads of executive departments of the Government, 
and other such heads, assistant heads, and officials at rates comparable to the 
compensation paid to the heads and assistant heads of independent agencies of 
the Government.” Any officer or agency may employ civilian personnel for duty 
in the United States, including the District of Columbia, or elsewhere, without 
regard to section 14 of the Federal Employees Pay Act of 1946 (60 Stat. 219), 
as the President deems necessary to carry out the provisions of this Act. 

(b) The head and assistant heads of any independent agency created to ad- 
minister the authority conferred by title IV of this Act shall be appointed by 
the President, by and with the advice and consent of the Senate. There shall be 
included among the policy-making officers of each regional office administering 


* Changed by sec. 108, 1951 Amendments. 
® Sentence revised by sec. 109 (a), 1951 Amendments. 
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the authority conferred by title IV of this Act a resident of each State served by 
such office whose governor requests such representation.” 


SEC, 704. ISSUANCE OF REGULATIONS 


The President may make such rules, regulations, and orders as he deems neces- 
sary or appropriate to carry out the provisions of this Act. Any regulation or 
order under this Act may be established in such form and manner, may contain 
such classifications and differentiations, and may provide for such adjustments 
and reasonable exceptions as in the judgment of the President are necessary 
or proper to effectuate the purposes of this Act, or to prevent circumvention or 
evasion, or to facilitate enforcement of this Act, or any rule, regulation, or order 
issued under this Act. No rule, regulation, or order issued under this Act which 
restricts the use of natural gas (either directly, or by restricting the use of facili- 
ties for the consumption of natural gas, or in any other manner) shall apply in 
any State in which a public regulatory agency has authority to restrict the use 
of natural gas and certifies to the President that it is exercising that authority 
to the extent necessary to accomplish the objectives of this Act.” 


SEC. 705. OBTAINING INFORMATION 


(a) The President shall be entitled, while this Act is in effect and for a period 
of two years thereafter, by regulation, subpena, or otherwise, to obtain such in- 
formation from, require such reports and the keeping of such records by, make 
such inspection of the books, records, and other writings, premises or property 
of, and take the sworn testimony of, and administer oaths and affirmations to," 
any person as may be necessary or appropriate, in his discretion, to the enforce- 
ment or the administration of this Act and the regulations or orders issued there- 
under. The President shall issue regulations insuring that the authority of this 
subsection will be utilized only after the scope and purpose of the investigation, 
inspection, or inquiry to be made have been defined by competent authority, and 
it is assured that no adequate and authoritative data are available from any 
Federal or other responsible agency. In case of contumacy by, or refusal to 
obey a subpena served upon, any person referred to in this subsection, the dis- 
trict court of the United States for any district in which such person is found 
or resides or transacts business, upon application by the President, shall have 
jurisdiction to issue an order requiring such person to appear and give testimony 
or to appear and produce documents, or both; and any failure to obey such 
order of the court may be punished by such court as a contempt thereof. 

(b) No person shall be excused from complying with any requirement under 
this section or from attending and testifying or from producing books, papers, 
documents, and other evidence in obedience to a subpena before any grand jury 
or in any court or administrative proceeding based upon or growing out of any 
alleged violation of this Act on the ground that the testimony or evidence, docu- 
mentary or otherwise, required of him may tend to incriminate him or subject 
him to penalty or forfeiture; but no natural person shall be prosecuted or sub- 
jected to any penalty or forfeiture in any court, for or on account of any trans- 
action, matter, or thing concerning which he is so compelled, after having claimed 
his privilege against self-incrimination, to testify or produce evidence, docu- 
mentary or otherwise, except that such natural person so testifying shall not 
be exempt from prosecution and punishment for perjury committed in so testify- 
ing: Provided, That the immunity granted herein from prosecution and punish- 
ment and from any penalty or forfeiture shall not be construed to vest in any 
individual any right to priorities assistance, to the allocation of materials, or to 
any other benefit which is within the power of the President to grant under any 
provision of this Act. 

(c) The production of a person’s books, records, or other documentary evidence 
shall not be required at any place other than the place where such person usually 
keeps them, if, prior to the return date specified in the regulations, subpena, or 
other document issued with respect thereto, such person furnishes the President 
with a true copy of such books, records, or other documentary evidence (certified 
by such person under oath to be a true and correct copy) or enters into a stipula- 
tion with the President as to the information contained in such books, records, 


® Added by sec. 109 (b), 1951 Amendments. 
* Added by sec. 109 (c), 1951 Amendments. 
* Added by sec. 109 (d), 1951 Amendments. 
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or other documentary evidence. Witnesses shall be paid the same fees and mile- 
age that are paid witnesses in the courts of the United States. 

(d) Any person who willfully performs any act prohibited or willfully fails 
to perform any act required by the above provisions of this section, or any rule, 
regulation, or order thereunder, shall upon conviction be fined not more than 
$1,000 or imprisoned for not more than one year or both. 

(e) Information obtained under this section which the President deems con- 
fidential or with reference to which a request for confidential treatment is made 
by the person furnishing such information shall not be published or disclosed 
unless the President determines that the withholding thereof is contrary to the 
interest of the national defense, and any person willfully violating this provision 
shall, upon conviction, be fined not more than $10,000 or imprisoned for not more 
than one year, or both. 

(f) Any person subpenaed under this section shall have the right to make a 
record of his testimony and to be represented by counsel.” 


SEC. 706. INJUNCTIONS ; VENUE; SERVICE OF PROCESS 


(a) Whenever in the judgment of the President any person has engaged or is 
about to engage in any acts or practices which constitute or will constitute a 
violation of any provision of this Act, he may make application to the appro- 
priate court for an order enjoining such acts or practices, or for an order en- 
forcing compliance with such provision, and upon a showing by the President 
that such person has engaged or is about to engage in any such acts or practices 
a permanent or temporary injunction, restraining order, [or other order shall 
be granted without bond.] or other order, with or without such injunction or 
restraining order, shall be granted without bond.” 

(b) The district courts of the United States and the United States courts of 
any Territory or other place subject to the jurisdiction of the United States 
shall have jurisdicion of violations of this Act or any rule, regulation, order, or 
subpena thereunder, and of all civil actions under this Act to enforce any liability 
or duty created by, or to enjoin any violation of, this Act or any rule, regulation, 
erder, or subpena thereunder. Any criminal proceeding on account of any such 
violation may be brought in any district in which any act, failure to act, or 
transaction constituting the violation occurred. Any such civil action may be 
brought in any such district or in the district in which the defendant resides or 
transacts business. Process in such cases, criminal or civil, may be served in 
any district wherein the defendant resides or transacts business or wherever 
the defendant may be found; the subpena for witnesses who are required to at- 
tend a court in any district in such case may run into any other district. The 
termination of the authority granted in any title or section of this Act, or of 
any rule, regulation, or order issued thereunder, shall not operate to defeat any 
suit, action, or prosecution, whether theretofore or thereafter commenced, with 
respect to any right, liability, or offense incurred or committed prior to the ter- 
mination date of such title or of such rule, regulation, or order. No costs shall 
be assessed against the United States in any proceeding under this Act. All 
litigation arising under this Act or the regulations promulgated thereunder shall 
be under the supervision and control of the Attorney General. 


SEC. 707. EXCULPATORY PROVISION 


No person shall be held liable for damages or penalties for any act or failure 
to act resulting directly or indirectly from [his]” compliance with a rule, 
regulation, or order issued pursuant to this Act notwithstanding that any such 
rule, regulation, or order shall thereafter be declared by judicial or other com- 
petent authority to be invalid. No person shall discriminate against orders or 
contracts to which priority is assigned or for which materials or facilities are 
allocated under title I of this Act or under any rule, regulation, or order issued 
thereunder, by charging higher prices or by imposing different terms and con- 
ditions for such orders or contracts than for other generally comparable orders 
er contracts, or in any other manner. 


*° Added by sec. 117, 1952 Amendments. 
7 Changed by sec. 109 (e), 195% Amendments. 
™ Deleted by sec. 118, 1952 Amendments. 
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SEC. 708. VOLUNTARY AGREEMENTS 


(a) The President is authorized to consult with representatives of industry; 
business, financing, agriculture, labor, and other interests, with a view to en- 
couraging the making by such persons with the approval by the President of 
voluntary agreements and programs to further the objectives of this Act. 

(b) No act or omission to act pursuant to this Act which occurs while this Act 
is in effect, if requested by the President pursuant to a voluntary agreement or 
prégram approved under subsection (a) and found by the President to be in the 
public interest as contributing to the national defense shall be construed to be 
within the prohibition of the antitrust laws or the Federal Trade Commission 
Act of the United States. A copy of each such request intended to be within 
the coverage of this section, and any modification or withdrawal thereof, shall 
be furnished to the Attorney General and the Chairman of the Federal Trade 
Commission when made, and it shall be published in the Federal Register unless 
publication thereof would, in the opinion of the President, endanger the national 
security. 

(c) The authority granted in subsection (b) shall be delegated only (1) to 
officials who shall for the purpose of such delegation be required to be appointed 
py the President by and with the advice and consent of the Senate, unless other- 
wise required to be so appointed, and (2) upon the condition that such officials 
consult with the Attorney General and with the Chairman of the Federal Trade 
Commission not less than ten days before making any request or finding there- 
under, and (3) upon the condition that such officials obtain the approval of the 
Attorney General to any request thereunder before making the request. For 
the purpose of carrying out the objectives of title I of this Act, the authority 
granted in subsection (b) of this section shall not be delegated except to a 
single official of the Governinent. 

(d) Upon withdrawal of any request or finding made hereunder the pro- 
visions of this section shall not apply to any subsequent act or omission to act 
by reason of such finding or reques¢. 

(e) The Attorney General is directed to make, or request the Federal Trade 
Commission to make for him, surveys for the purpose of determining any factors 
which may tend to eliminate competition, create or strengthen monopolies, injure 
small business, or otherwise promote undue concentration of economic power 
in the course of the administration of this Act. The Attorney General shall 
submit to the Congress and the President within ninety days after the approval 
of this Act, and at such times thereafter as he deems desirable, reports setting 
forth the results of such surveys and including such recommendations as he 
may deem desirable. 


(f) After the date of enactment of the Defense Production Act Amendments 


of 1952, no voluntary program or agreement for the control of credit shall be 
approved or carried out under this section.” 


SEC. 709. STATEMENTS OF CONSIDERATION 


The functions exercised under this Act shall be excluded from the operation 
of the Administrative Procedure Act (60 Stat. 237) except as to the require- 
ments of section 3 thereof. Any rule, regulation, or order, or amendment thereto, 
issued under authority of this Act shall be accompanied by a statement that in 
the formulation thereof there has been consultation with industry representa- 
tives, including trade association representatives, and that consideration has 
been given to their recommendations, or that special circumstances have rendered 
such consultation impracticable or contrary to the interest of the national de- 
fense, but no such rule, regulation, or order shall be invalid by reason of any 


subsequent finding by judicial or other authority that such a statement is in- 
accurate. 


SEC. 710. SUPER GRADES; CONSULTANTS; SPECULATION 


(a) The President, to the extent he deems it necessary and appropriate in order 
to carry out the provisions of this Act, is authorized to place positions and employ 
persons temporarily in grades 16, 17, and 18 of the General Schedule established 


by the Classification Act of 1949, and such positions shall be additional to the 
number authorized by section 505 of that Act. 


@ Added by sec. 116 (c), 1952 Amendments. 
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(b). The President is further authorized, to the extent he deems it necessary 
and appropriate in order to carry out the provisions of this Act, and subject to 
such regulations as he may issue, to employ persons of outstanding experience 
and ability without compensation; and he is authorized to provide by regula- 
tion for the exemption of such persons from the operation of sections 281, 283, 
284, 484, and 1914 of title 18 of the United States. Code and section 190 of the 
Revised Statutes (5 U. S. C. 99). Persons appointed under the authority of this 
subsection may be allowed transportation and not to exceed $15 per diem in lieu 
of subsistence while away from their homes or regular places of business pur- 
suant to such appointment. 

(c) The President is authorized, to the extent he deems it necessary and ap- 
propriate in order to carry out the provisions of this Act to employ experts and 
consultants or organizations thereof, as authorized by section 55a of title 5 of 
the United States Code. Individuals so employed may be compensated at 
rates not in excess of $50 per diem-and while away from their: homes or regular 
places of business they may be allowed transportation and not to exceed $15 
per diem in lieu of subsistence and other expenses while so employed. The 
President is authorized to provide by regulation for the exemption of such per- 
sons from the operation of sections 281, 283, 284, 434, and 1914 of title 18 of 
the United States Code and section 190 of the Revised Statutes (5 U.S. C. 99). 

(d) The President may utilize the services of Federal, State, and local agencies 
and may utilize and establish such regional, local, or other agencies, and utilize 
such voluntary and uncompensated services, as may from time to time be needed ; 
and he is authorized to provide by regulation for the exemption of persons whose 
services are utilized under this subsection from the operation of sections 281, 
283, 284, 434, and 1914 of title 18 of the United States Code and section 190 of the 
Revised Statutes (5 U. S. C. 99). 

(e) Whoever, being an officer or employee of the United States or any de- 
partment or agency thereof (including any Member of the Senate or House of 
Representatives), receives, by virtue of his office or employment, confidential 
information, and (1) uses such information in speculating directly or in- 
directly on any commodity exchange, or (2) discloses such information for the 
purpose of aiding any other person so to speculate, shall be fined not more than 
$10,000 or imprisoned not more than one year, or both. As wsed in this section, 
the term “speculate” shall not include a legitimate hedging transaction, or a 
purchase or sale which is accomplanied by actual delivery of the commodity. 

(f) The President, when he deems such action necessary, may make provi- 
sion for the printing and distribution of reports, in such number and in such 
manner as he deems appropriate, concerning the actions taken to carry out the 
objectives of this Act.” 


SEC. 711. APPROPRIATIONS 


There are hereby authorize] to be appropriated such sums as may be neces- 
sary and appropriate for the carrying out of the provisions and purposes of this 
Act by the President and such agencies as he may designate or create, Funds 
made available for the purposes of this Act may be allocated or transferred for 
any of the purposes of this Act, with the approval of the Bureau of the Budget, 
to any agency designated to assist in carrying out this Act. Funds so allocated 
or transferred shall remain available for such period as may be specified in the 
Acts making such funds available. 


SEC. 712. JOINT CONGRESSIONAL COMMITTEE ON DEFENSE PRODUCTION 


(a) There is hereby established a joint congressional committee to be known 
as the Joint Committee on Defense Production (hereinafter referred to as the 
committee), to be composed of ten members as follows: 

(1) Five members who are members of the Committee on Banking and Cur- 
rency of the Senate, three from the majority and two from-the mitiority party, 
to be appointed by the chairman of the committee ; and 

(2) Five members who are members of the Committee on Banking and Cur- 
rency of the House of Representatives, three from the majority and two from 
the minority party, to be appointed by the chairman of the committee, 


A vacancy in the membership of the committee shall be filled in the same manner 
as the original selection. The committee shall elect a chairman and a vice chair- 


“Added by sec. 109 (f), 1951 Amendments. 
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man from among its members, one of whom shall be a member of the Senate and 
the other a member of the House of Representatives. 

(b) [It shall be the function of the committee to make a continuous study of 
the programs authorized by this Act, and to review the progress achieved in the 
execution and administration of) such programs.] I/t.shall be the function of 
the Committee to make a continuous study of the programs and of the fairness 
to consumers of the prices authorized by this Act and to review the progress 
achieved in the execution and administration thereof.“ Upon request, the com- 
mittee shall aid the standing committees of the Congress having legislative juris- 
diction over any part of the programs authorized by this Act; and it shall make 
a report to the Senate and the House of Representatives, from time to time, con- 
cerning the results of its studies, together with such recommendations as it may 
deem desirable. Any department, official, or agency administering any of such 
programs shall, at the request of the committee, consult with the committee, from 
time to time, with respect to their activities under this Act. 

(c) The committee, or any duly authorized subcommittee thereof, is authorized 
to hold such hearings, to sit and act at such times and places, to require by 
subpena (to be issued under the signature of the chairman or vice chairman of 
the committee) or otherwise the attendance of such witnesses and the production 
of such books, papers, and documents, to administer such oaths, to take such 
testimony, to procure such printing and binding, and to make such expenditures 
as it deems advisable. The cost of stenographic services to report such hearings 
shall not. be in excess of 25 cents per hundred words. The provisions of sections 
102 to 104, inclusive, of the Revised Statutes shall apply in case of any failure 
of any witness to comply with any subpena or to testify when summoned under 
authority of this subsection. 

(d) The committee is authorized to appoint and, without regard to the Clas- 
sification Act of 1949, as amended, fix the compensation of such experts, con- 
sultants, technicians, and organizations thereof, and clerical and stenographic 
assistants as it deems necessary and advisable. 

(e) The expenses of the committee under this section, which shall not exceed 
$50,000 in any fiscal year, shall be paid one-half from the contingent fund of the 
Senate and one-half from the contingent fund of the House of Representatives 
upon vouchers signed by the chairman or vice chairman. Disbursements to pay 
such expenses shall be made by the Clerk of the House of Representatives out 
of the contingent fund of the House of Representatives, such contingent fund to 
be reimbursed from the contingent fund of the Senate in the amount of one-half 
of disbursements so made without regard to any other provision of law. 


SEC. 713. TERRITORIAL APPLICABILITY 


The provisions of this Act shall be applicable to the United States, its Terri- 
tories and possessions, and the District of Columbia. 


SEC. 714. SMALL DEFENSE PLANTS ADMINISTRATION 


(a) (1) It is the sense of the Congress that small-business concerns be en- 
couraged to make the greatest possible contribution toward achieving the objec- 
tives of this Act. in order to carry out this policy there is hereby created am 
agency under the name ‘Small Defense Plants Administration’ (hereinafter re- 
ferred to as the Administration), which Administration shall be under the general 
direction and supervision of the President and shall not be affiliated with or be 
within any other agency or department of the Federal Government. The princi- 
pal office of the Administration shall be located in the District of Columbia, but 
the Administration may establish such branch offices in other places in the Tnited 
States as may be determined by the Administrator of the Administration. For 
the purposes of this section; a small-business concern shall be deemed to be one 
which is independently owned and operated and which is not dominant in its 
field of operation. The Administration, in making a detailed definition, may use 
these criteria, among others: independency of ownership and operation, number 
of employees, dollar volume of business, and nondominance in its field. 

(2) The Administration is authorized to obtain money from the Treasury of 
the United States, for use in the performance of the powers and duties granted 
to or imposed upon it by law, not to exceed a total of $50,000,000 outstanding at 
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any one time. For this purpose appropriations not to exceed $50,000,000 are 
hereby authorized to be made to a revolving fund in the Treasury. Advances 
shall be made to the Administration from the revolving fund when requested by 
the Administration. This revolving fund shall be used for the purposes enu- 
merated subsequently in subsection (b) (1) (B), (C), and (D). Reimburse- 
ments made to the Administration under these operations shall revert to the 
revolving fund for use for the same purposes. 

(3) The management of the Administration shall be vested in an Administrator 
who shall be appointed by the President, by and with the advice and consent of 
the Senate, and who shall be a person of outstanding qualifications known to be 
familiar and sympathetic with small-business needs and problems. The .Ad- 
ministrator shall receive compensation at the rate of $17,500 per annum, The 
Administrator shall not engage in any other business, vocation, or employment 
than that of serving as Administrator. The Administrator is authorized to ap- 
point two Deputy Administrators to assist in the execution of the functions vested 
in the Administration. Deputy Administrators shall be paid at the rate of 
$15,000 per annum. 

(4) The Administration shall not have succession, beyond June 30, [1952] 
1953," except for purposes of liquidation, unless its life is extended beyond such 
date pursuant to an Act of Congress. It shall have power to adopt, alter, and 
use a seal, which shall be judicially noticed; to select and employ such officers, 
employees, attorneys, and agents as shall be necessary for the transaction of 
business of the Administration; to define their authority and duties, require 
bonds of them, and fix the penalties thereof. The Administration, with the con- 
sent of any board, commission, independent establishment, or executive depart- 
ment of the Government, may avail itself of the use of information, services, fa- 
cilities, including any field service thereof, officers, and employees thereof in 
carrying out the provisions of this section. 

(5) All moneys of the Administration not otherwise employed may be depos- 
ited with the Treasurer of the United States subject to check by authority of the 
Administration or in any Federal Reserve bank, The Federal Reserve baiks are 
authorized and directed to act as depositaries, custodians, and fiscal agents for 
the Administration in the general performance of its powers conferred by this 
Act, Allinsured banks, when designated by the Secretary of the Treasury, shall 
act as custodians, and financial agents for the administration. 

(b) (1) Without regard to any other provision of law eacept the regulations 
prescribed under section 201 of the First War Powers Act, 1941, as amended, the 
Administration is empowered— 

(A) to recommend to the Reconstruction Finance Corporation loans or 
advances, on such terms and conditions and with such maturity as the Re- 
construction Finance Corporation may determine on its own discretion, to 
enable small-business concerns to finance plant construction, conversion, or 
erpansion, including the acquisition of land; or finance the acquisition of 
equipment, facilities, machinery, supplies, or materials; or to finance re- 
search, development, and experimental work on new or improved products 
or processes; or to supply such concerns with capital to be used in the manu- 
facture of articles, equipment, supplies, or materials for defense or essential 
civilian purposes; or to establish and operate technical laboratories to serve 
small-business concerns ; such loans or advances to be made or effected either 
directly by the Reconstruction Finance Corporation or in cooperation with 
banks or other lending institutions through agreements to participate in in- 
surance of loans, or by the purchase of participations, or otherwise ; 

(B) to enter into contracts with the United States Government and any 
department, agency, or officer thereof having procurement powers obligating 
the Administration to furnish articles, equipment, supplies, or materials to 
the Government ; 

(C) to arrange for the performance of such contracts by letting subcon- 
tracts to small-business concerns or others for the manufacture, supply, or 
assembly of such articles, equipment, supplies, or materials, or parts thereof, 
or servicing or processing in connection therewith, or such management serv- 
ices as may be necessary to enable the Administration to perform such con- 
tracts ; and 

(D) to provide technical and managerial aids to small-business concerns, 
by maintaining-a clearinghouse for technical information, by cooperating with 


% Date changed by sec. 121 (a), 1952 Amendments. 
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other Government agencies, by disseminating information, and by such other 
activities as are deemed appropriate by the Administration. 

(2) In any case in which the Administration certifies to any officer of the Gov- 
ernment having procurement powers that the Administration is competent to 
perform any specific Government procurement contract to be let by any such 
officers, such officer shall be authorized to let such procurement contract to the 
Administration upon such terms and conditions as may be agreed upon between 
the Administration and the procurement officer. 

(c) (1) Whoever makes any statement knowing it to be false, or whoever 
willfully overvalues any security, for the purpose of obtaining for himself or for 
any applicant any loan, or extension thereof by renewal, deferment of action, or 
otherwise, or the acceptance, release, or substitution of security therefor, or for 
the purpose of influencing in any way the action of the Administration, or for the 
purpose of obtaining money, property, or anything of value, under this section, 
shall be punished by a fine of not more than $5,000 or by imprisonment for not 
more than two years, or both. . 

(2) Whoever, being connected in any capacity with the Administration (A) 
embezzles, abstracts, purloins, or willfully misapplies any moneys, funds, 8e- 
curities, or other things of value, whether belonging to it or pledged or otherwise 
entrusted to it, or (B) with intent to defraud the Administration or any other 
body politic or corporate, or any individual, or to deceive any officer, auditor, or 
ewaminer of the Administration makes any false entry in any book, report, or 
statement of or to the Administration, or, without being duly authorized, draws 
any order or issues, puts forth, or assigns any note, debenture, bond, or other 
obligation, or draft, bill of exchange, mortgage, judgment, or decree thereof, or 
(C) with intent to defraud participates, shares, receives directly or indirectly 
any money, profit, property, or benefit through any transaction, loan, commission, 
contract, or any other act of the Administration, or (D) gives any unauthorized 
information concerning any future action or plan of the Administration which 
might affect the value of securities, or having such knowledge, invests or specu- 
lates, directly or indirectly, in the securities or property of any company or cor- 
poration receiving loans or other assistance from the Administration shall be 
punished by a fine of not more than $10,000 or by imprisonment for not more than 
five years, or both. 

(ad) (1) It shall be the duty of the Administration and it is hereby empowered, 
to coordinate and to ascertain the means by which the productive capacity of 
small-business concerns can be most effectively utilized for national defense and 
essential civilian production. 

(2) It shall be the duty of the Administration and it is hereby empowered, to 
consult and cooperate with appropriate governmental agencies in the issuance 
of all orders limiting or expanding production by, or in the formulation of policy 
in granting priorities to, business concerns. All such governmental agencies are 
required, before issuing such orders or announcing such priority policies, to con- 
sult with the Administration in order that small-business concerns will be most 
effectively utilized in the production af articles, equipment, supplies and ma- 
terials for national defense and essential civilian purposes. 

(e) The Administration shall have power, and it is hereby directed, whenever 
it determines such action is necessary— 

(1) to make a complete inventory of all productive facilities of small- 
business concerns which can be used for defense and essential civilian pro- 
duction or to arrange for such inventory to be made by any other govern- 
mental agency which has the facilities. In making any such inventory, the 
appropriate agencies in the several States shall be requested to furnish an 
inventory of the productive facilities of small-business concerns in each 
respective State if such an inventory is available or in prospect; 

(2) to consult and cooperate with officers of the Government having pro- 
curement powers, in order to utilize the potential productive capacity of 
plants operated by small-business concerns; 

(3) to obtain information as to methods and practices which Government 
prime contractors utilize in letting subcontracts and to take action to 
encourage the letting of subcontracts by prime contractors to small-business 
concerns at prices and on conditions and terms which are fair and equitable; 

(4) to take such action, authorized under this section, as is necessary 
to provide small-business concerns with an adequate incentive, excluding 
subsidies, to engage in defense and essential civilian production and to 


facilitate the conversion and equipping of plants of small-business concerns 
for such production; 
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(5) to determine within any industry the concerns, firms, persons, corpo- 
rations, partnerships, cooperatives, or other business enterprises, which 
are to be designated “small-business concerns” for the purpose of effectuating 
the provisions of this section; 

(6) to certify to Government procurement officers with respect to the 
competency, as to capacity and credit, of any small-business concern or 
group of such concerns to perform a specific Government procurement 
contract ; 

(7) to obtain from any Federal department, establishment, or agency 
engaged in defense procurement or in the financing of defense procurement 
or production such reports concerning the letting of contracts and subcon- 
tracts and making of loans to business concerns as it may deem pertinent 
ix carrying out its functions under this Act; 

(8) to obtain from suppliers of materials information pertaining to the 
method of filling orders and the bases for allocating their supply, whenever 
it appears that any small business is unable to obtain materials for defense 
or essential civilian production from its normal sources ; 

(9) to make studies and recommendations to the appropriate Federal 
agencies to insure a fair and equitable share of materials, supplies, and 
equipment to small-business concerns to effectuate the defense program or 
for essential civilian purposes; 

(10) to consult and cooperate with all Government agencies for the 
purpose of insuring that small-business concerns shall receive fair and 
reasonable treatment from said agencies; and 

(11) to establish such advisory boards and committees wholly repre- 
sentative of small business as may be found necessary to achieve the purposes 
of this section. 

(f) (1) In any case in which a small-business concern or group of such con- 
cerns has been certified by or wnder the authority of the Administration to 
be a competent Government contractor with respect to capacity and credit as 
to a specific Government procurement contract, the officers of the Government 
having procurement powers are directed to accept such certification as con- 
clusive, and are authorized to let such Government procurement contract to 
such concern or group of concerns without requiring it to meet any other 
requirement arith respect to capacity and credit. 

(2) The Congress has as its policy that a fair proportion of the total purchases 
and contracts for supplies and services for the Government shall be placed 
with small-business concerns. To effectuate such policy, small-business con- 
cerns within the meaning of this section shall receive any award or contract 
or any part thereof as to which it is determined by the Administration and 
the contracting procurement agencies (A) to be in the interest of mobilizing 
the Nation’s full productive capacity, or (B) to be in the interest of the national 
defense program, to make such award or let such contract to a small-business 
concern. 

(3) Whenever materials or supplies are allocated by law, a fair and equitable 
percentage thereof shall ‘be allocated to small plants unable to obtain the 
necessary materials or supplies from usual sources. Such percentage shall 
be determined by the head of the lawful allocating authority after giving full 
consideration to the claims presented by the Administration. 

(4) Whenever the President invokes the powers given him in this Act to 
allocate, or approve agreements allocating, any material, to an extent which 
the President finds will result in a significant dislocation of the normal distri- 
bution in the civilian market, he shall do so in such a manner as to make avail- 
able, so far as practicable, for business and various segments thereof in the 
normal channel of distribution of such material, a fair share of the available 
civilian supply based, so far as practicable, on the share received by such busi- 
ness under normal conditions during a representative period preceding June 24, 
1950: Provided, That the limitations and restrictions imposed on the produc- 
tion of specific itema should give due consideration to the needs of new concerns. 

(9g) The Administration shall make a report every ninety days of operations 
under this title to the President, the President of the Senate, and the Speaker 
of the House of Representatives. Such report shall include the names of the 
business concerns to whom contracts are let, and for whom financing is arranged, 
by the Administration, together with the amounts involved, and such report 
shall include such other information, and such comments and recommendations, 
with respect to the relation of small-business concerns to the defense effort, 
as the Administration may deem appropriate. 
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(h) The Administration is hereby empowered to make studies of the effect 
of price, credit, and other controls imposed under the defense program and 
whenever it finds that these controls discriminate against or impose undue 
hardship upon small business, to make recommendations to the appropriate 
Federal agency for the adjustment of controls to the needs of small business. 

(i) The Reconstruction Finance Corporation is authorized to make loans and 
advances upon the recommendation of the Small Defense Plants Administration 
as provided in (b) (1) (A) of this section not to exceed an aggregate of $100,- 
000,000 outstanding at any one time, on such terms and conditions and with such 
maturities as Reconstruction Finance Corporation may determine. 

(j) The President may transfer to the Administration any functions, powers, 
and duties of any department or agency which relates primarily to small-businéss 
problems. 

(k) No loan shall be recommended or equipment, facilities, or services fur- 
nished by the Administration under this section to any business enterprise unless 
the owners, partners, or officers of such business enterprise (1) certify to the 
Administration the names of any attorneys, agents, or other persons engaged by 
or on behalf of such business enterprise for the purpose of erpediting applications 
made to the Administration for assistance of any sort, and the fees paid or to be 
paid to any such persons, and (2) execute an agreement binding any such business 
enterprise for a period of two years after any assistance is rendered by the Admin- 
istration to such business enterprise, to refrain from employing, tendering any 
office or employment to, or retaining for professional services, any person who, 
on the date such assistance or any part thereof was rendered, or within one year 
prior thereto, shall have served as an officer, attorney, agent or employee of the 
Administration occupying a position or engaging in activities which the Adminis- 
tration shall have determined involve discretion with respect to the granting of 
assistance under this section. 

(l) To the fullest extent the Administration deems practicable, it shall make 
a fair charge for the use of Government-owned property and make and let con- 
tracts on a basis that will result in a recovery of the direct costs incurred by the 
Administration. 

(m) There are hereby authorized to be appropriated such sums as may be 


necessary and appropriate for the carrying out of the provisions and purposes of 
this section.” 


SEC. 715." SAVING PROVISION 


If any provision of this Act or the application of such provision to any person 
or circumstances shall be held invalid, the remainder of the Act, and the applica- 
tion of such provision to persons or circumstances other than those as to which 
it is held invalid, shall not be affected thereby. 


SEC. 716." STRIKES AGAINST GOVERNMENT 

That no person may be employed under this Act who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Govern- 
ment of the United States, or who advocates, or who is a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided, That for the purposes hereof an affidavit shall be 
considered prima facie evidence that the person making the affidavit has not 
contrary to the provisions of this sectiox. engaged in a strike against the Govern- 
ment of the United States, is not a member of an organization of Government 
employees that asserts the right to strike against the Government of the United 
States or that such person does not advocate, and is not a member of an organi- 
zation that advocates, the overthrow of the Government of the United States by 
force or violence: Provided further, That any person who engages in a strike 
against the Government of the United States or who is a member of an organiza- 
tion of Government employees that asserts the right to strike against the Gov- 
ernment of the United States, or who advocates, or who is a member of an 
organization that advocates, the overthrow of the Government of the United 
States by force or violence and accepts employment the salary or wages for which 
are paid from any appropriation or fund contained in this Act shall-be guilty of 


™% New sec. 714 added by sec. 110 (a), 1951 Amendments. 
™ Formerly sec. 714; redesignated sec. 715 by sec. 110 (b), 1951 Amendments. 
% Formerly sec. 715; redesignated sec. 716 by sec. 110 (b), 1951 Amendments. 
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a felony and, upon conviction, shall be fined not more than $1,000 or imprisoned 
for not more than one year, or both: Provided further, That the above penalty 
clause shall be in addition to, and not in substitution for, any other provisions 
of existing !2~7 


% TERMINATION 


SEC. 717. 

E(a) Titles I, II, III, and VII of this Act and all authority conferred there- 
under shall {.:iminate at the close of June 30, 1952, but such titles shall be effective 
after June *, 1951 only to the extent necessary to aid in carrying out contracts 
relating to the national defense entered into by the Government prior to July 1, 
1951. 

(b) Titles IV, V, and VI of this Act and all authority conferred thereunder 
shall terminate at the close of June 30, 1951.J 

[(a) This Act and all authority conferred thereunder shall terminate at the 
close of June 30, 1952.]” 

(a) Titles I, I, 111, VI, and VII of this Act and all authority conferred there- 
under shall terminate at the close of June 30, 1953; and titles IV and V of this 
Act and all authority conferred thereunder shall terminate at the close of April 
30, 1953. 

(b)™ Notwithstanding the foregoing— 

(1) The Congress by concurrent resolution or the President by proclamation 
may terminate this Act prior to the termination otherwise provided therefor. 

(2) The Congress may also provide by concurrent resolution that any section 
of this Act and all authority conferred thereunder shall terminate prior to the 
termination otherwise provided therefor. 

(3) Any agency created under this Act may be continued in existence for 
purposes of liquidation for not to exceed six months after the termination of the 
provisions authorizing the creation of such agency. 

(c) The termination of any section of this Act, or of any agency or corporation 
utilized under this Act, shall not affect the disbursement of funds under, or the 
carrying out of, any contract, guarantee, commitment or other obligation entered 
into pursuant to this Act prior to the date of such termination, or the taking 
of any action necessary to preserve or protect the interests of the United States 
in any amounts advanced or paid out in earrying on operations under this Act. 

Approved September 8, 1950. 


(d) No action for the recovery of any cooperative payment made to a coopera- 
tive association by a Market Administrator under an invalid provision of a milk 
marketing order issued by the Secretary of Agriculture pursuant to the Agri- 
cultural Marketing Agreement Act of 1937 shall be maintained unless such action 
is brought by producers specifically named as party plaintiffs to recover their 
respective share of such payments within ninety days after the date of enact- 
ment of the Defense Production Act Amendments of 1952 with respect to any 
cause of action heretofore accrued and not otherwise barred, or within ninety 
days after accrual with respect to future payments, and unless each claimant 
shall allege and prove (1) that he objected at the hearing to the provisions of 
the order under which such payments were made and (2) that he either refused 
to accept payments computed with such deduction or accepted them under 
protest to either the Secretary or the Administrator. The district courts of the 
United States shall have exclusive original jurisdiction of all such actions 
regardless of the amount involved. This subsection shall not apply to funds 
held in escrow pursuant to court order. Notwithstanding any other provision 
of this Act, no termination date shall be applicable to this subsection.“ 


7 Formerly sec. 71€; redesignated sec. 717 by sec. 110 (b), 1951 Amendments. 

*® Subsections (a) and (b) superseded by italicized subsection (a), sec. 111, 1951 
Amendments. 

®! Italicized subsection (a) revised by see. 121 (b), 1952 Amendments. 

2 Former subsections (c) and (d) redesignated (b) and (c), sec, 111, 1951 Amendments. 

3 New subsection (d) added by sec. 120, 1952 Amendments. 
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